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AMENDMENTS  TO  THE  MEDICARE  PROGRAM 


MONDAY,  JUNE  19,  1978 

House  of  Kepresentattves, 

Subcommittee  on  Health, 
Committee  on  Ways  and  Means, 

Washington,  D.G. 

The  subcommittee  met  at  11:02  a.m.,  pursuant  to  notice,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Dan  Kostenkowski 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Kostenkowski.  Good  morning.  This  morning  the  subcom- 
mittee will  begin  the  first  of  2  full  days  of  hearings  on  various 
medicare  issues.  The  scope  of  these  hearings  is  outlined  in  detail  in 
the  hearing  press  release  which  will  be  placed  in  the  record  imme- 
diately following  my  remarks. 

These  hearings,  and  the  markup  sessions  that  will  follow  them, 
will  focus  on  two  major  areas.  First,  the  subcommittee  wishes  to 
address  a  rather  large  number  of  minor  program  changes  relating 
to  coverage,  enrollment  requirements  and  general  program  adminis- 
tration. The  issues  in  this  category  have  been  of  concern  to  members 
of  the  subcommittee  for  some  time.  In  our  March  15,  1978,  request 
to  the  Budget  Committee  the  subcommittee  requested  and  received 
outlays  of  $100  million  to  address  these  medicare  issues.  The  inclu- 
sion of  that  additional  $100  million  in  the  first  concurrent  budget  reso- 
lution conference  report  for  fiscal  year  1979  allows  us  to  proceed  in 
earnest  on  these  hearings  at  this  time. 

In  regard  to  the  budget  situation,  however,  two  points  should  be 
kept  in  mind  as  we  proceed.  Although  there  are  many  possible  im- 
provements within  the  scope  of  the  hearings  that  could  be  made  this 
year,  it  will  not  be  possible  for  the  subcommittee  to  approve  all  of 
them  within  the  $100  million  limitation.  We  will  do  the  best  we  can, 
but  all  should  realize  that  there  must  be  limitations. 

On  a  second  point,  the  budget  resolution  includes  the  additional 
moneys  for  this  bill  on  the  assumption  that  the  Congress  will  also 
enact  a  hospital  cost  containment  measure  providing  savings  which 
would  seven  times  over  cover  the  cost  of  our  work  here  today. 
While  I  am  personally  committed  to  moving  ahead  on  both  bills, 
this  bill  and  cost  containment  separately,  I  want  all  to  realize  that — 
at  least  from  a  fiscal  standpoint — the  enactment  of  the  two  bills  will 
be  inevitably  linked  in  the  months  ahead. 

In  addition  to  the  various  minor  medicare  changes  contemplated 
within  the  call  of  this  hearing,  the  subcommittee  wishes  also  to  con- 
sider what  many  of  us  perceive  as  the  most  troubling  issue  facing 
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medicare  beneficiaries  today — the  payment  of  physician  services  un- 
der part  B  of  medicare  and  the  apparent  decreasing  financial  pro- 
tection medicare  affords  in  this  area.  The  purpose  of  these  hearings 
is  to  review  this  problem  and  to  move  toward  addressing  it  in  an 
equitable  manner. 

Our  first  witness  today  is  the  Administrator  of  the  Health  Care 
Financing  Administration,  Bob  Derzon,  who  is  the  individual  pri- 
marily responsible  for  the  ongoing  operation  of  the  medicare  pro- 
gram. I  hope,  Bob,  that  your  testimony  will  be  specific,  and  bene- 
ficial to  the  subcommittee,  as  we  contemplate  improvements  in  the 
major  program  administered  by  your  organization. 

[The  press  release  and  subcommittee  document  follow :] 

The  Honorable  Uan  Rostenkowski  (D.,  III.),  Chairman,  Subcommittee  on 
Health  of  the  Committee  on  Ways  and  Means  Announces  Hearings  on 
Amendments  to  the  Medicare  Program 

The  Honorable  Dan  Rostenkowski  (D.,  111.) ,  Chairman  of  the  Subcommittee 
on  Health  of  the  Committee  on  Ways  and  Means  announced  today  that  the 
Subcommittee  will  hold  public  hearings  on  possible  amendments  to  the  medi- 
care program  beginning  at  11 :00  a.m.  on  Monday,  June  19,  1978  in  Room  1100 
Longworth  House  Office  Building. 

At  the  recommendation  of  the  Subcommittee,  the  Congressional  Budget 
Resolution  for  FY  1979  provided  for  a  limited  additional  outlay  for  improve- 
ments in  the  medicare  program.  Although  there  are  a  large  number  of  major 
benefit  improvements  which  might  be  desirable,  changes  which  would  have  a 
significant  cost  impact  on  the  program  are  not  feasible  at  this  time.  The  Sub- 
committee would  like  to  receive  testimony  on  the  following  low-cost  and  non- 
controversial  changes.  The  hearing  will  not  cover  any  other  subjects  or  issues. 
Although  a  rather  large  number  of  potential  medicare  revisions  are  listed 
below,  it  should  be  kept  in  mind  that  legislation  developed  as  a  result  of  these 
hearings  must  necessarily  be  quite  restricted  in  scope  so  as  to  conform  with 
the  limitations  contained  in  the  current  budget  resolution. 

1.  Possible  limited  improvements  in  present  coverage  relating  to : 
Practitioners1  services  furnished  by  oral  surgeons,  optometrists,  podiatrists, 

occupational  therapists,  chiropractors,  psychologists,  physical  therapists  and 
audiologists. 

Home  health  services  including  elimination  of  the  3-day  prior  hospitalization 
requirement,  elimination  of  the  100  visit  limitation  under  parts  A  and  B, 
addition  of  an  evaluation  visit  before  transfer  from  institutions,  and  elimina- 
tion of  the  licensing  requirement  for  proprietary  home  health  agencies. 

Certain  services  and  supplies,  specifically  ambulance  services,  furnished  to 
beneficiaries  overseas,  orthopedic  shoes,  cancer  detection  procedures,  antigens, 
services  furnished  by  hospices,  durable  medical  equipment  furnished  in  non- 
participating  institutions,  skilled  nursing  facility  furnished  in  the  absence  of 
prior  hospitalization  and  services  related  to  the  treatment  of  mental  illness. 

Medicare  entitlement  provisions  for  the  disabled  to  eliminate  potential 
disincentives  for  reemployment. 

2.  Possible  liberalization  of  enrollment  requirements  relating  to  late  en- 
rollment, reenrollment,  aliens  and  optional  enrollment  for  certain  age  groups. 

*  3.  Possible  revisions  in  administrative  provisions  including  standards  for 
rural  hospitals,  nonphysician  participation  in  Professional  Standards  Review 
Organizations,  patient  rights,  the  physician  plan  of  treatment  for  speech 
pathology  services,  claims  on  behalf  of  deceased  beneficiaries  and  presumed 
coverage  provisions  for  services  provided  by  home  health  agencies  and  skilled 
nursing  facilities. 

4.  Possible  revision  in  reimbursement  provisions  relating  to  payment  for 
physicians'  services  to  encourage  greater  use  of  assignment,  requirements  for 
the  payment  of  the  lesser  of  costs  or  charges  and  payment  for  services  fur- 
nished by  community  mental  health  centers  (recognizing  recommendations 
of  the  study  on  this  subject  mandated  by  P.L.  95-210) . 

In  view  of  the  heavy  schedule  of  the  Committee  and  the  limited  time  avail- 
able for  these  hearings,  it  will  be  necessary  to  allocate  the  amount  of  time 
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available  to  each  witness  for  the  presentation  of  direct  oral  testimony,  and 
witnesses  will  not  be  allowed  to  exceed  the  time  allocated.  The  witnesses' 
full  statements  will  be  included  in  the  record  of  the  hearing.  Witnesses  may 
be  scheduled  in  panels  according  to  subject  matter.  Additionally,  all  persons 
and  organizations  having  a  common  position  should  exert  the  maximum  effort 
to  designate  one  spokesman  to  represent  them. 
Details  for  submission  of  requests  to  be  heard: 

Requests  to  be  heard  must  be  received  by  the  Committee  no  later  than  close 
of  business  Wednesday,  June  14,  1978.  Because  of  the  limited  time  available, 
those  requesting  to  testify  should  do  so  by  telephone  as  soon  as  possible  and 
follow  up  with  a  written  request  for  the  Committee  files.  Both  the  telephone 
and  written  requests  should  be  made  to  John  M.  Martin,  Jr.,  Chief  Counsel, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives,  1102  Longworth 
House  Office  Building,  Washington,  D.C.  20515  (telephone:  (202)  225-3625). 
Notification  of  a  witness'  scheduled  date  of  appearance  will  be  made  as 
promptly  as  possible  after  the  cutoff  date. 

Requests  to  be  Heard  Must  Contain  the  Following  Information : 

(1)  The  name,  address  and  capacity  in  which  the  witness  will  appear; 

(2)  A  list  of  persons  or  organizations  the  witness  represents;  and 

(3)  A  topical  outline  or  summary  of  the  comments  and  recommendations 
which  the  witness  proposes  to  make. 

Note. — In  order  to  make  the  most  efficient  use  of  the  limited  time  available, 
those  who  do  not  furnish  all  three  above  items  may  not  be  allowed  to  testify. 

Each  witness  is  requested  to  present  his  oral  statement  in  summary  form ; 
a  more  detailed  statement  will  be  accepted  for  inclusion  in  the  printed  record 
of  the  hearing. 

It  is  also  requested  that  persons  scheduled  to  appear  before  the  Subcom- 
mittee submit  30  copies  of  their  prepared  statements  to  the  Ways  and  Means 
Committee  office  (Room  1102  Longworth  House  Office  Building)  at  least  24 
hours  in  advance  of  their  appearance.  An  additional  supply  may  be  furnished 
for  distribution  to  the  press  and  public  on  the  date  of  appearance. 

If  a  witness  cannot  appear  on  the  day  of  the  hearings,  he  may  wish  to 
either  substitute  another  spokesman  in  his  place  or  file  a  written  statement 
for  the  record  of  the  hearing  instead  of  appearing  in  person.  In  any  event,  if 
a  change  in  the  scheduled  witness  or  cancellation  is  necessary,  please  advise 
the  Committee  office  imediately. 

Written  Statements  in  Lieu  of  Personal  Appearance. — Any  person  or  or- 
ganization may,  instead  of  a  personal  appearance,  file  a  written  statement 
for  inclusion  in  the  printed  record  of  the  hearing.  For  this  purpose,  5  copies 
of  the  statement  should  be  submitted  by  the  close  of  business,  Monday,  June  19, 
1978.  Additional  copies  may  be  furnished  for  distribution  to  the  members  of  the 
Subcommittee,  the  staff,  press  and  public,  if  submitted  to  the  Committee  during 
the  course  of  the  hearing. 
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I.  Introduction 


This  staff  document  provides  background  information  on 
the  issues  and  proposals  which  will  be  the  subject  of  the 
Subcommittee's  hearings  on  possible  amendments  to  the  medi- 
care program.     The  First  Congressional  Budget  Resolution 
for  FY  1979  allots,  at  the  Subcommittee's  request,  $100 
million  to  accommodate  legislation  to  make  improvements  in 
the  medicare  program.     The  issues  included  in  this  document 
are  of  the  type  which  could  be  addressed,  in  some  manner, 
within  the  current  budget. 

II.     Discussion  of  medicare  issues 

A.     Issues  related  to  administrative  provisions  i 

(1)  Application  of  medicare  standards  to  rural  hospitals 

It  is  often  alleged  that  medicare  standards  were 
designed  for  large  urban  hospitals  and  that  conse- 
quently the  rigid  application  of  these  standards  to 
rural  hospitals  which  provide  a  lesser  range  of  ser- 
vices and  which  have  limited  access  to  the  services  of 
technical  personnel  creates  unnecessary  burdens  for 
these  hospitals.     Proposals  have  been  made,  therefore, 
to  authorize  flexibility  in  the  application  of  medi- 
care personnel  and  other  standards  to  rural  hospitals 
to  take  into  account  the  availability  of  technical 
personnel  only  to  the  extent  that  such  differential 
application  of  the  standards  does  not  jeopardize  or 
adversely  affect  the  health  and  safety  of  patients. 

(2)  Nonphysician  participation  in  Professional;  Standards 

Review  Organizations 

On  September  30,  1977,  the  Subcommittee  held 
a  hearing  on  the  issue  of  the  role  of  professional 
registered  nurses  in  Professional  Standards  Review 
Organizations.     During  these  hearings  other  health 
professionals  suggested  that  they  should  be  repre- 
sented in  Professional  Standards  Review  Organizations. 
Because  of  the  concerns  of  these  groups,  a  number  of 
proposals  to  provide  for  nonphysician  representation 
on  PSRO's  have  been  made,  including  a  proposal  to 
expand  the  National  Professional  Standards  Review 
Council  by  three  members  to  include  one  dentist, 
one  registered  professional  nurse,  and  one  other  health 
care  practitioner  other  than  a  physician. 

(3)  Strengthening  of  present  assurances  for  patients'  rights 

It  has  been  suggested  that  present  law  and  regula- 
tions should  be  reviewed  to  determine  whether  there  is 
a  need  for  additional  assurances  that  the  rights  of 
medicare  patients,  particularly  those  in  skilled  nursing 
facilities,  are  being  protected.     When  this  issue^ was 
raised  during  consideration  of  medicare  anti-fraud  and 
abuse  legislation,  a  commitment  was  made  to  include  in 
appropriate  hearings  an  examination  of  the  potential 
need  for  legislation  in  this  area. 
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(4)  Podiatrists  and  certification  for  hospital  and 

skilled  nursing  facility  services 

Under  present  law,  only  physicians  (M.D.'s  and  D.O.'s) 
and  dentists  can  certify  the  need  for  hospital  services 
for  purposes  of  medicare  reimbursement;  only  physicians 
can  certify  the  need  for  skilled  nursing  facility  ser- 
vices.    However,  in  many  hospitals  and  skilled  nursing 
facilities,  podiatrists  are  members  of  the  medical 
staff  and  have  admitting  privileges.     It  has  been 
suggested  that  medicare  law  be  modified  to  allow 
podiatrists  to  certify  the  need  for  hospital  and  skilled 
nursing  facility  services  where  this  is  consistent  with 
the  institution's  policy. 

(5)  Payment  for  physicians'  services  where  beneficiary 

has  died 

Under  present  law,  unless  a  physician  agrees  to 
accept  the  medicare  allowable  charge  as  payment  in 
full,  medicare  reimbursement  for  services  provided  to 
a  deceased  beneficiary  may  be  made  only  on  the  basis 
of  a  paid  bill.     (In  the  case  of  a  living  beneficiary 
reimbursement  may  be  made  on  the  basis  of  an  itemized, 
unpaid  bill.)     Since  the  requirement  that  the  bill 
must  be  paid  before  medicare  can  provide  reimbursement 
often  creates  financial  hardships  for  surviving 
family  members,  proposals  have  been  made  to  eliminate 
this  requirement. 

(6)  Presumed  coverage  for  skilled  nursing  facility  and 

home  health  benefits 

The  1972  Social  Security  Amendments  allow  for  pre- 
sumed, minimum  coverage  for  skilled  nursing  facility 
and  home  health  benefits  where  the  physician  certifies 
that  the  medical  condition  is  one  which  the  Secretary 
has  identified,  in  regulations,  as  one  which  ordin- 
arily requires  such  care.     This  provision  was. included 
in  the  1972  amendments  to  address  what  was  then  a 
problem  of  denial  of  medicare  benefits  after  the  .ser- 
vices had  been  furnished.     The  "presumed  coverage"  pro- 
visions have  since  proven  to  be  administratively 
burdensome  and  have  created  confusion  and  uncertainty 
among  beneficiaries.     In  addition,  it  is  questionable 
whether  they  are  needed  since  the  general  waiver  of 
liability  provision,  also  in  the  1972  amendments,  has 
effectively  addressed  the  problem  of  retroactive 
denials. 

(7)  Physician  written  plan  of  treatment  for  speech 
pathology  services 

Under  present  law,  a  physician  must  establish  a 
written  plan  of  treatment,  for  each  patient,  prescribing 
the  type,  amount,  and  duration  of  speech  therapy  ser- 
vices to  be  furnished.     It  has  been  suggested  that 
this  requirement  is  not  appropriate  and  should  be 
eliminated  under  present  law.     The  physician  would 
still  be  required  to  certify  the  need  for  such  ser- 
vices and  to  periodically  review  the  plan  of  treatment. 
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B.     Issues  related  to  coverage  provisions 

(1)  Services  furnished  to  medicare  beneficiaries  outside 

the  United  States 

Medicare  coverage  is  provided,  with  a  few  limited 
exceptions,  only  for  health  care  services  rendered 
within  the  United  States.     Legislation  has  been  proposed 
to  authorize  the  negotiation  of  reciprocal  agreements 
with  other  countries  under  which  provision  would  be 
made  for  covering  health  services  furnished  to  medicare 
beneficiaries  outside  the  U.S.     Under  such  agreements, 
coverage  of  medicare-type  services  would  be  provided 
to  medicare  beneficiaries  by  the  foreign  country  and 
the  same  coverage  would  be  provided  by  the  U.S.  to 
foreign  nationals  meeting  medicare's  age  or  disability 
requirements  when  they  are  in  the  U.S.     This  approach 
would  avoid  the  administrative  difficulties  which  have 
heretofore  precluded  coverage  of  services  outside  the 
U.S.,  and  would  eliminate  the  inequity  in  present  law 
whereby  beneficiaries  are  deprived  of  their  earned 
right  to  medicare  benefits  when  they  are  traveling 
or  residing  outside  the  U.S. 

(2)  Coverage  of  antigens 

Under  present  law,  the  charge  for  an  antigen  is 
not  covered  unless  the  antigen  is  administered  by  the 
allergist  who  prepared  it  and  the  charge  for  the  antigen 
appears  on  that  physician's  bill.     Proposals  have  been 
made  to  provide  medicare  coverage  for  antigens  prepared 
by  an  allergist  for  a  particular  patient  and  forwarded 
for  administration  by  another  physician  or  a  qualified 
person  under  the  physician's  supervision. 

(3)  Plantar  warts 

Under  present  law,  medicare  coverage  for  treatment 
of  plantar  warts   (warts  on  the  feet)   is  excluded  as 
"routine  foot  care".     It  has  been  suggested  that  this 
particular  exclusion  be  eliminated  so  that,  while 
routine  foot  care  would  still  be  considered  a  noncovered 
service,  treatment  of  plantar  warts  would  be  covered. 

(4)  Payment  of  part  A  institutional  benefits  where 
beneficiary  is  without  fault 

There  is  considerable  concern  that  under  present 
law,  beneficiaries  must  bear  the  adverse  consequences 
resulting  from  erroneous  judgments  of  facility  adminis- 
trators and  the  temporary  unavailability  of  a  hospital 
bed.     Accordingly,  it  has  been  proposed  to  provide 
payment  of  benefits  where  a  beneficiary  who  medically 
requires  hospitalization  is  placed  in  the  "distinct- 
part"  skilled  nursing  facility  portion  of  a  hospital 
complex;  such  benefits  would  be  paid  where  (and  so 
long  as)  a  certified  hospital  bed  is  unavailable. 
Payment  of  extended  care  benefits  would  also  be 
authorized  where  a  beneficiary  medically  requires 
such  services  but  has  been  erroneously  placed  in  a 
bed  in  the  nonparticipating  part  of  a  skilled  nursing 
facility. 
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(5)  Waiting  period  for  reentitled  disability  beneficiaries 

Proposals  have  been  made  to  eliminate  the  24-month 
waiting  period  in  the  case  of  a  disabled  individual  who 
becomes  reentitled  to  social  security  disability  benefits 
within  five  years  of  the  termination  of  his  previous 
period  of  disability.     Such  a  change  would  bring  medicare 
into  closer  conformity  with  the  cash  social  security 
program  with  respect  to  second  and  subsequent  disabilities, 
and  would  eliminate  the  hardship  currently  Imposed  on 
disabled  individuals  who  unsuccessfully  attempt  to  re- 
turn to  work. 

(6)  Oral  surgeons 

It  has  been  proposed  that  the  current  limitation 
on  the  range  of  services  performed  by  a  doctor  of 
dental  surgery  be  removed  and  that  an  oral  surgeon  be 
recognized  as  a  "physician"  when  performing  any  covered 
services  within  the  scope  of  his  license  in  the  State 
of  licensure.     It  has  also  been  suggested  that  medicare 
coverage  be  broadened  by  permitting  a  dental  procedure 
to  qualify  as  the  basis  for  a  covered  hospital  stay 
if  hospitalization  is  warranted  by  the  severity  of  the 
procedure. 

(7 )  Liberalization  of  medicare  home  health  benefit 

Considerable  interest  has  been  expressed  in  elimin- 
ating some  of  the  present  limitations  on  the  medicare 
home  health  benefit  and  including  certain  additional 
benefits,  some  of  which  are  relatively  low  cost  in 
nature.     Among  the  changes  which  have  been  suggested 
are  elimination  of  the  3-day  prior  hospitalization 
requirement,  increasing  the  number  of  visits  avail- 
able, recognizing  the  need  for  occupational  therapy 
services  as  a  basis  for  qualifying  for  the  home  health 
benefit,  and  eliminating  the  requirement  that  pro- 
prietary home  health  agencies  be  licensed  under  State 
law. 

(8)  Optometrists '  services 

Under  present  law,  services  related  to  the  treat- 
ment of  aphakia  and  cataracts  are  covered  only  when 
furnished  by  an  M.D.     Based  on  the  report  of  a  pro- 
fessional study  group  established  by  the  Department 
to  assess  the  appropriateness  of  additional  medicare 
coverage  of  optometrist  services,  HEW  recommended 
coverage 'of  optometrists'  services  related  to  the 
treatment  of  aphakia.     It  has  been  suggested  by  others 
that  the  services  of  optometrists  related  to  treatment 
of  both  aphakia  and  cataracts  be  covered. 

(9)  Psychologists'  services 

The  services  of  qualified,  independently  prac- 
ticing psychologists  are  presently  covered  under  medicare 
where  those  services  are  for  diagnostic  testing  which 
has  been  ordered  by  a  physician.     (An  independently 
practicing  psychologist  is  one  who  practices  indepen- 
dently of  an  institution,  an  agency,  or  a  physician.) 
There  is  no  provision  for  medicare  coverage  of  thera- 
peutic services  furnished  by  independently  practicing 
psychologists.     Proposals  have  been  made  to  cover 
the  services  of  qualified  independently  practicing 
psychologists — with  their  services  subject  to  the 
same  limitations  on  payment  for  outpatient  mental 
health  services  as  when  those  services  are  furnished 
by  a  physician. 
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(10)  Chiropractors'  services 

Medicare  covers  those  services  of  chiropractors 
which  involve  manual  manipulation  of  the  spine  needed 
to  correct  subluxation  (partial  dislocation)  of  the 
spine.     The  subluxation  of  the  spine  must  be  demonstrated 
by  x-ray;  however,  the  cost  of  the  x-ray  is  not  covered 
under  the  program.     It  has  been  suggested  that  the 
x-ray  requirement  should  be  examined  both  from  the 
standpoint  of  its  effect  on  patient  safety  and  on 
untilization  and  quality  control.     Concerns  have  been 
expressed  that  the  x-ray  requirement,  in  many  cases, 
results  in  patients  being  unnecessarily  exposed  to 
radiation.     On  the  other  hand,  some  are  concerned  that 
without  the  x-ray  requirement,  it  would  be  difficult  to 
control  the  quality  and  utilization  of  the  benefit. 

(11)  Occupational  therapists'  services 

Services  of  ancillary  personnel  are  generally 
covered  under  the  medicare  program  only  when  furnished 
in  an  organized  setting  (such  as  a  hospital  or  a 
skilled  nursing  facility)  or  as  part  of  the  home  health 
benefit;  physical  therapists  are  the  only  such  indepen- 
dent practitioners  recognized  by  the  program  for 
purposes  of  reimbursement.     It  has  been  proposed  that 
the  services  of  independently  practicing  occupational 
therapists  also  be  covered  under  the  medicare  program. 

(12)  Ambulance  services 

Under  present  law,  medicare  will  pay  for  ambulance 
service  to  a  hospital  only  if  it  is  the  nearest  par- 
ticipating institution  with  appropriate  facilities. 
Occasionally,  however,  it  happens  that  the  nearest 
hospital,  while  adequately  equipped,  does  not  have  a 
staff  member  qualified  to  provide  the  necessary 
service  (e.g.,  no  neurosurgeon  where  neurosurgery 
may  be  required) .     It  has  been  proposed,  therefore, 
to  cover  ambulance  service  to  a  more  distant  hospital 
where  the  nearer  hospital  does  not  have  qualified 
staff  readily  available.     It  has  also  been  proposed 
that  coverage  be  extended  to  ambulance  service  pro- 
vided for  institutionalized  patients  (who  cannot  be 
safely  transported  in  any  other  way)  from  the  hospital 
or  nursing  home  for  medically  necessary  radiological 
services  not  furnished  by  an  institution,  and  back 
to  the  hospital  or  nursing  facility. 

(13)  Coverage  of  durable  medical  equipment  where  the 
beneficiary  is  residing  in  a  facility 

It  has  been  suggested  that  the  Secretary  be  pro- 
vided greater  flexibility  with  respect  to  the  coverage 
of  durable  medical  equipment  purchased  or  rented  by  a 
beneficiary  for  use  in  a  facility  serving  as  his  place 
of  residence.     Under  present  law,  coverage  of  such 
equipment  is  precluded  if  the  beneficiary  is  residing 
in  a  facility  which  meets  part  of  the  basic  statutory 
definition  of  a  skilled  nursing  facility  even  if  the 
facility  is  not  participating  in  medicare  and  is 
designed  to  serve  as  a  residential  facility. 
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(14)  Physical  therapists'  services 

The  Social  Security  Amendments  of  1972  provided 
for  coverage  of  services  furnished  by  physical  thera- 
pists in  independent  practice  up  to  $100  in  a  year. 
(Physical  therapy  services  are  covered  under  part  B 
without  limit  when  furnished  on  an  outpatient  basis 
by  a  hospital,  clinic,  rehabilation  facility  or  other 
organized  settings.)     It  has  been  proposed  that  this 
$100  limitation  be  modified  by  either  increasing  it 
or  eliminating  it  completely. 

(15)  Hospice  services 

In  the  last  few  years,  organized  programs — 
generally  referred  to  as  hospice  programs — have  been 
developed  to  address  the  special  needs  of  patients 
with  terminal  illnesses.     At  present  there  are 
several  such  programs  operating  in  the  United  States, 
many  of  which  are  receiving  Federal  financial  sup- 
port.    As  a  rule,  the  hospices  provide  outpatient 
services,  many  of  which  are  not  now  covered  under 
medicare.     It  has  been  suggested  that  a  demonstration 
project  be  conducted  to  determine  the  feasibility  of 
covering  more  comprehensive  coverage  of  hospice 
services  under  medicare. 

(16)  Orthopedic  shoes  and  other  supportive  devices 

Expenses  for  orthopedic  shoes  or  other  supportive 
devices  for  the  feet  are  excluded  under  medicare. 
The  cost  of  shoes  is  covered  only  when  the  shoe  is  an 
integral  part  of  a  leg  brace  or  when  it  is  used  as  a 
device  to  replace  all  or  a  substantial  part  of  the 
foot.     It  has  been  suggested  that  the  cost  of  ortho- 
pedic shoes  and  other  supportive  devices  for  the  feet 
be  covered  under  medicare  when  such  shoes  or  devices 
are  prescribed  for  treating  serious  abnormalities  of 
the  feet  or  legs. 

(17)  Audiology  services 

Medicare  specifically  excludes  payment  for  hearing 
aids  and  for  services  related  to  an  examination  to 
determine  the  need  for  a  hearing  aid.     It  has  been 
suggested  that  services  related  to  the  prescribing, 
fitting,  and  use  of  a  hearing  aid  be  covered  when  such 
services  are  furnished  by  a  physician  or  by  an  audiologist 
practicing  in  a  clinic  or  other  organized  setting. 
Other  proposals  would  include  coverage  for  a  wider 
range  of  services  which  are  furnished  by  audiologists 
in  independent  practice  and  would  include  the  need  for 
audiology  services  as  one  of  the  criteria  for  eligi- 
bility for  the  medicare  home  health  benefit. 

(18)  Outpatient  mental  health  services 

Medicare  law  provides  for  a  limitation  on  outpatient 
services  furnished  by  a  physician  which  are  related 
to  the  treatment  of  mental  illness.  Reimbursement 
in  a  calendar  year  is  limited  to  the  smaller  of 
(a)  62*5  percent  of  such  expenses  (medicare  pays 
80  percent  of  the  reasonable  charge  on  other  part  B 
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services),  or  (b)   $312.     This  limitation  effectively 

limits  the  maximum  payment  to  $250  a  year.  Suggestions 

have  been  made  to  modify  this  limitation  by  increasing 

the  amount  medicare  will  reimburse  to  80  percent, 

by  increasing  the  maximum  amount  payable,  or  by  doing 

both. 

(19)  Three-day  prior  hospitalization  requirement  for 

skilled  nursing  facility 

Medicare  will  cover  100  days  of  skilled  nursing 
care  per  spell  of  illness.     This  benefit  was  intended 
to  provide  a  period  of  recuperation  for  patients  who 
have  experienced  an  acute  illness  or  disease.     As  a 
test  for  the  acuteness  of  the  condition  and  to  assure 
a  complete  medical  evaluation  of  the  patient's  condition, 
the  patient  must  have  been  hospitalized  for  at  least 
3  consecutive  days  prior  to  his  admission  to  the 
skilled  nursing  facility.     It  has  been  suggested  that 
many  patients  may  need  skilled  nursing  care  services 
in  the  absence  of  prior  hospitalization  and  that  the 
3-day  requirement  should  be  eliminated. 

(20)  Cancer  detection  procedures 

Expenses  for  routine  examinations,  including 
expenses  for  screening  procedures,  are  excluded 
under  the  medicare  program.     It  has  been  suggested 
that  the  value  of  some  screening  techniques — for 
example,  pap  smears — is  such  as  to  warrant  exemption 
from  this  general  exclusion. 


C.     Issues  related  to  enrollment 

(1)  Limit  on  part  B  premium  increases  due  to  late 

enrollment 

Under  present  law,  there  is  a  cumulative  increase 
in  an  individual 1 s  part  B  premium  amount  for  each  year 
after  age  65  the  beneficiary  delays  enrolling.     It  has 
been  suggested  that  the  total  amount  of  such  increase 
be  limited  to  30  percent  of  the  basic  monthly  premium. 
The  provision  for  imposing  premium  increases  for 
failure  to  enroll  timely  was  included  initially  out 
of  concern  to  avoid  adverse  selection — a  concern  that 
experience  has  shown  was  largely  not  warranted. 
Limiting  the  allowable  increase  to  30  percent  would 
still  discourage  such  adverse  selection  as  might 
otherwise  exist  while  keeping  the  premium  within 
affordable  reach. 

(2)  Limitation  on  enrollment  in  part  B 

It  has  been  proposed  that  individuals  be  permitted 
to  reenroll  in  part  B  twice  instead  of  only  once  as 
under  present  law.     Although  the  provision  of  present 
law  has  generally  worked  well  there  are  several  cases 
in  which,  as  a  result  of  beneficiary  misunderstanding, 
individuals  have  been  permanently  deprived  of  an 
opportunity  to  reenroll  in  the  program. 
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(3)  Residency  requirements  for  voluntary  enrol lment 

in  medicare  by  aliens" 

Present  law  requires  aliens  to  have  been  lawfully 
admitted  to  the  U.S.  for  permanent  residence  and  to 
have  lived  in  the  U.S.  continuously  for  five  years  in 
order  to  buy  into  part  A  (hospital  insurance)  or  enroll 
in  part  B  (medical  insurance)  of  medicare.  Although 
a  number  of  refugees  (primarily  Cubans  and  Vietnamese) 
are  permanently  residing  in  the  U.S.  under  immigration 
laws;  they  were  not  technically  admitted  for  permanent 
residence  and  are  prohibited,  therefore,  from  buying 
into  medicare.     Other  aliens,  while  lawfully  admitted 
for  permanent  residence,  may  be  forced  to  undergo 
financial  hardship  because  of  the  5-year  residency 
requirement  since  they  may  not  be  able  to  obtain  or 
pay  for  adequate  private  insurance  during  this  5-year 
period. 

(4)  Optional  medicare  coverage  for  individuals  age  60 

through  64 

The  difficulties  encountered  by  many  people  in  the 
60-64  age  group  in  obtaining  affordable  private  health 
insurance,  particularly  spouses  of  retired  workers, 
have  given  rise  to  proposals  to  permit  such  individuals 
to  buy  into  medicare.     The  Senate  has  attached  such  a 
proposal  to  several  bills  in  recent  years  (including 
H.R.  3,  the  medicare-medicaid  anti-fraud  and  abuse 
bill)  and  House  conferees  agreed  during  the  conference 
on  H.R.  3  that  the  House  would  examine  the  issue. 
Essentially,  this  proposal  would  make  medicare  protec- 
tion (both  parts  A  and  B)  available  on  an  optional 
basis  at  cost  to  spouses  aged  60-64  of  medicare  benefi- 
ciaries and  other  persons  in  that  age  group  not  otherwise 
eligible  for  medicare.     The  proposal  would  require, 
as  the  law  now  requires  for  making  medicare  protection 
available  to  uninsured  persons  age  65  and  over,  that 
in  order  to  enroll  for  hospital  insurance  the  indi- 
vidual must  also  enroll  in  medical  insurance. 


D.     Issues  related  to  reimbursement  provisions 

(1)  Changes  in  physician  payment  methods  to  encourage 
greater  use  of  assignments 

It  has  been  suggested  that  the  present  medicare 
physician  reimbursement  provisions  be  reexamined  with 
a  view  to  making  changes  that  would  encourage  more 
use  of  assignments  by  physicians.     (In  taking  an 
assignment  on  a  medicare  claim,  the  physician  agrees 
to  accept  the  medicare-determined  reasonable  charge 
as  payment  in  full  and  not  to  charge  the  beneficiary 
except  for  any  deductible  or  coinsurance  amounts  not 
covered  by  the  program.)     The  decline  in  the  use  of 
assignments  by  physicians,  as  well  as  the  inability 
of  beneficiaries  to  determine  in  advance  whether  a 
physician  will  take  an  assignment,  has  created  finan- 
cial hardships  for  beneficiaries.     A  variety  of  pro- 
posals to  alleviate  this  problem — e.g.,  the  use  of 
negotiated  fee  schedules;  the  concept  of  a  "partici- 
pating" physician  (one  accepts  assignments  in  all 
cases) ;  reducing  the  time  lag  in  updating  physician 
charge  screens;  etc. — have  been  made  in  recent  years, 
and  it  may  be  appropriate  at  this  time  to  reexamine 
the  whole  issue. 
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(2)  Payment  of  the  lower  of  costs  or  charges 

In  order  to  assure  that  the  medicare  program  does 
not  pay  providers  (i.e.,  hospitals,  skilled  nursing 
facilities,,  home  health  agencies)  more  for  services 
than  the  provider  charges  the  general  public  for  the 
same  services,  Public  Law  92-603  required  the  program 
to  pay  customary  charges  where  they  are  lower  than 
the  reasonable  cost.     It  has  been  argued  that  this 
policy  is  not  desirable  for  charitable  organizations 
that  charge  indigent  patients  less  than  it  actually 
costs  to  provide  the  service.     Suggestions  have  been 
made  that  the  provision  be  reexamined  in  light  of 
this  concern. 

(3)  Community  mental  health  services 

Public  Law  95-210  requires  the  Secretary  to 
submit  to  the  Congress  no  later  than  June  14,  1978, 
a  report  evaluating  the  advantages  and  disadvantages 
of  extending  medicare  coverage  to  community  mental 
health  centers  and  centers  for  the  treatment  of  drug 
abuse  and  alcoholism.     The  report  was  also  to  examine 
the  need  for  any  demonstration  projects  to  further 
evaluate  the  need  for  medicare  coverage  of  such  ser- 
vices.    It  has  been  suggested  that  the  medicare 
coverage  hearings  would  present  an  opportunity  to 
examine  these  findings  publicly. 
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Mr.  Rostenkowski.  Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Mr.  Chairman.  Let  me,  first  of  all,  say- 
that  I  am  extremely  pleased  that  these  hearings  have  been  scheduled. 
I  want  to  extend  my  welcome  to  all  of  the  witnesses  who  will  be  pro- 
viding us  with  information,  advice  and  assistance. 

I  think  your  resolve  and  persistence  in  seeing  to  it  that  these 
issues  get  aired  promptly  will  reflect  the  feeling  that  most  of  us  have 
come  to  share,  namely,  that  we  begin  to  look  at  ways  in  which  we  can 
again  direct  the  medicare  program  toward  the  purpose  for  which  it 
was  designed — to  improve  the  health  and  well-being  of  elderly  and 
disabled  beneficiaries. 

This  hearing  undoubtedly  will  bring  to  light  many  problems  that 
demand  attention.  I  know,  for  example,  of  situations  involving  cover- 
age of  practitioner  services,  enrollment  requirements  and  administra- 
tive provisions  that  have  been  the  subject  of  a  great  deal  of  discus- 
sion by  many  of  my  constituents,  both  providers  and  beneficiaries. 

Mr.  Chairman,  I  recognize  that  our  agenda  is  an  ambitious  one 
and  that  our  intentions  and  desire  to  act  in  this  area  may  be  subject 
to  constraints  imposed  on  us  by  the  budgetary  process.  Nevertheless, 
I  am  struck  by  the  variety  of  proposed  changes  that  may  be  ex- 
tremely helpful  toward  improving  this  important  program,  which  in- 
volve little  or  no  additional  cost  to  the  trust  funds  and  our  taxpayers. 

This  is  not  to  suggest  that  all  issues  we  will  be  receiving  testimony 
on  are  simple.  Many,  such  as  the  problems  of  encouraging  greater 
use  of  assignments,  and  of  paying  claims  on  behalf  of  deceased  bene- 
ficiaries, are  quite  complex. 

However,  I  believe  there  is  time  remaining  during  this  session  in 
which  to  grapple  with  many  of  these  issues  and  to  consider  innova- 
tive and  practical  changes  in  coverage,  reimbursement  and  adminis- 
tration of  the  program. 

Mr.  Chairman,  I  just  want  to  say,  in  conclusion,  that  much  of 
the  legislation  we  have  considered  recently — particularly  concerning 
fraud  and  abuse,  and  controlling  hospital  costs — has  focused  on 
greater  regulation  and  controls.  It,  therefore,  will  be  most  gratifying 
to  consider  legislation  that  will  hopefully  provide  additional  benefits 
and  better  service  to  the  beneficiaries  for  which  the  program  was 
enacted. 

Thank  you,  Mr.  Chairman. 

Mr.  Rostenkowski.  Welcome,  Bob,  to  the  committee.  If  you  would 
proceed  with  your  testimony,  the  subcommittee  is  ready  to  hear  you. 

STATEMENT  OF  ROBERT  DERZON,  ADMINISTRATOR,  HEALTH  CARE 
FINANCING  ADMINISTRATION,  DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE,  ACCOMPANIED  BY  WILLIAM 
FULLERTON 

Mr.  Derzon.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be  here 
to  appear  in  behalf  of  the  Department  of  Health,  Education,  and 
Welfare  on  matters  that  concern  us  as  do  they  concern  you.  We  are 
anxious  to  improve  the  medicare  program  legislatively  and  we  wel- 
come the  committee's  initial  difference  in  this  regard.  Accompany- 
ing me  on  my  left  is  a  person  well  known  to  many  of  you,  Bill 
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Fullerton,  who,  I  believe,  has  had  more  than  a  working  acquaintance- 
ship with  the  members  of  this  committee.  I  am  going  to  follow  my 
written  testimony  fairly  closely,  because  I  believe  it  is  succinct  and 
we  believe  it  covers  the  points  that  should  be  communicated  to  you 
from  HEW. 

We  are  deeply  concerned  about  making  medicare,  medicaid,  the 
professional  standards  review  and  other  HEW  health  programs 
more  uniform,  equitable  and  efficient.  We  are  considering  a  wide 
range  of  program  reforms  that  are  designed  to  improve  the  manage- 
ment and  administration  of  our  programs,  increase  access  to  care 
for  our  beneficiaries,  and  promote  efficiency  in  the  overall  health  care 
delivery  system. 

In  my  statement  today  I  will  not  attempt  to  cover  every  area  listed 
in  your  written  announcement.  However,  I  will  discuss  a  variety 
of  subjects  grouped  as  follows: 

No.  1.  Proposals  which  are  under  active  consideration  within  the 
Department  but  upon  which  our  position  is  still  being  developed; 

No.  2.  Proposals  having  cost  implications  in  excess  of  existing 
budgetary  constraints,  and  which  we  therefore  oppose; 

No.  3.  Proposals  which  could  be  better  handled  by  providing  dis- 
cretionary authority  to  the  Secretary;  and,  finally, 

No.  4.  Proposals  whose  enactment  we  clearly  favor. 

One  of  the  series  of  proposals  now  under  active  consideration 
within  the  Department  concerns  physician  reimbursement.  We  be- 
lieve that  action  is  needed  to  meet  the  problems  inherent  in  the  cur- 
rent medicare  physician  payment  method.  The  current  medicare 
physician  reimbursement  method  is  inflationary,  results  in  urban- 
rural  and  specialty  fee  differences  which  exacerbate  current  physician 
distribution  problems,  and  rewards  high  technology  procedures  and 
specialties  instead  of  primary  physicians  and  primary  care  programs. 
And,  most  importantly  of  all,  we  simply  don't  understand  what  the 
program  is  going  to  allow. 

We  are  currently  considering  a  variety  of  options  designed  to 
implement  a  more  equitable  and  efficient  payment  method  which 
would  encourage  or  require  physicians  to  participate  in  our  programs 
and  increase  access  to  care  for  our  beneficiaries. 

Second,  there  are  a  number  of  items  before  this  committee  which 
have  cost  implications.  We  are  deeply  concerned  about  costs,  and  I 
am  gratified  that  this  committee  is  also  deeply  concerned  about  the 
problems  of  costs  and  we  have  been  very  grateful,  indeed,  for  your 
personal  support,  Mr.  Chairman,  for  cost  containment  legislation 
which  makes  it  easier  to  contemplate  other  changes  in  the  medicare 
program. 

Medicare  and  Federal  medicaid  outlays  in  this  fiscal  year  will 
exceed  $36  billion  or  8  percent  of  the  entire  Federal  budget.  Our 
estimates  for  fiscal  year  1980  are  in  excess  of  $47  billion,  a  30  per- 
cent increase  in  just  2  years.  The  President  is  committed  to  con- 
trolling inflation  and  reducing  the  Federal  budget  deficit.  Kecent 
action  on  the  HEW-Labor  appropriations  bill  clearly  reflects  con- 
gressional concerns  about  increased  Government  spending  in  both 
discretionary  and  entitlement  programs. 

In  this  connection,  this  subcommittee  has  before  it  a  proposal 
which  would  eliminate  the  requirement  that  a  subluxation  of  the 
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spine  must  be  demonstrated  by  X-ray  to  exist  in  order  for  medicare 
to  reimburse  chiropractic  services.  This  change  could  cost  as  much 
as  $24  million  a  year,  and  raises  the  issue  of  not  only  the  cost,  but 
also  the  quality  of  care.  Rather  than  modifying  medicare  provisions 
covering  chiropractic  services,  we  recommend  that  chiropractic  serv- 
ices be  removed  from  the  medicare  benefit  structure  altogether.  We 
believe  that  the  medicare  program  should  provide  reimbursement  only 
for  services  which  medically  help  beneficiaries. 

There  is  no  convincing  evidence  that  chiropractic  services  either 
improve  or  maintain  health  status.  Even  more  seriously,  however, 
seeking  attention  for  a  condition  from  a  chiropractor  may  delay  peo- 
ple from  obtaining  needed  medical  treatment,  removing  chiroDrao.t.ic 
services  from  medicare  coverage  may  very  well  lead  beneficiaries  to 
seek  out  the  services  of  practitioners  qualified  to  treat  their  condi- 
tions. In  1979  alone  the  change  we  recommend  will  save  at  least  $30 
million. 

Third,  elimination  of  unnecessary  costs  is  simply  not  enough.  We 
must  also  get  maximum  value  for  the  dollars  we  spend.  We  have 
under  active  consideration  a  number  of  minor  and  technical  legisla- 
tive changes  that  would  facilitate  program  administration  and  make 
it  easier  for  beneficiaries  to  deal  with  the  program.  While  many 
of  the  subcommittee's  proposed  amendments  have  merit  in  this  re- 
gard, the  detailed,  technical  nature  of  these  proposals  points  up  the 
immense  difficulties,  both  for  Congress  and  the  Department,  of 
implementing  and  amending  legislation  of  such  specificity.  Nar- 
rowly circumscribed  statutory  language  too  often  limits  the  De- 
partment's flexibility  to  effect  minor  technical  improvements. 

I  might  also  add  that  it  delays  us  in  making  those  changes  that  we 
think  are  necessary  and  would  benefit  patients. 

Moreover,  there  are  real  costs  for  beneficiaries,  the  Federal  Govern- 
ment, and  the  Congress  associated  with  the  resultant  delays  in  mak- 
ing such  program  adjustments.  Beneficiary  access  to  care  is  impeded 
and  administrative  complexity  and  increased  program  costs  can 
result. 

Furthermore,  valuable  congressional  time  must  be  spent  on  minor 
and  technical  changes  which  could  well  be  left  to  secretarial  discre- 
tion, with  Congress  exercising  its  usual  oversight  responsibilities  to 
monitor  departmental  activities.  We  would  hope  to  work  with  the 
subcommittee  to  develop  an  approach  along  these  lines  to  deal  with 
several  areas  covered  by  these  hearings. 

Fourth:  There  are  a  number  of  proposals  which  we  believe  will 
improve  the  program  and  which  could  be  enacted  within  existing 
budgetary  constraints. 

There  are  several  modifications  to  the  professional  standards  re- 
view organization  program  which  we  would  welcome  as  ways  to 
improve  the  decisionmaking  efforts  of  individual  PSRO's.  Improved 
decisionmaking  would  clearly  lead  to  increased  effectiveness  of  peer 
review  and  the  resulting  ripple  effects  would  help  advance  our 
efforts  to  insure  a  high  quality  of  care  and  more  appropriate  utiliza- 
tion of  services.  For  example,  the  inclusion  of  a  registered  profes- 
sional nurse,  a  dentist,  and  one  other  nonphysician  health  profes- 
sional on  the  National  Professional  Standards  Review  Council 
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would  broaden  the  scope  of  expertise  this  body  brings  to  the  pro- 
gram. Those  new  members  would  have  full  voting  privileges  except 
on  matters  dealing  with  the  physician  practice  of  medicine. 

In  addition,  the  creation  of  an  advisory  committee  to  this  Council 
composed  of  nonphysician  practitioners  would  create  a  valuable  re- 
source on  issues  related  to  their  fields.  Recent  advances  in  treatment 
and  technology  have  made  it  increasingly  necessary  in  our  view  to 
have  other  health  professionals  to  assist  physicians  in  setting  criteria 
for  the  provision  and  utilization  of  health  services. 

Similarly,  the  addition  of  at  least  one  registered  professional 
nurse  to  the  advisory  group  to  statewide  councils  would  be  helpful 
in  evaluating  the  provision  of  nursing  services.  At  the  local  level, 
wye  would  favor  authorization,  at  local  option,  for  the  inclusion  as 
members  of  PSRO's  those  nonphysician  practitioners  who  are  also 
members  of  hospital  medical  staffs  and  who  hold  independent  hospi- 
tal admitting  privileges.  The  appropriate  broadening  of  the  base 
of  PSRO  participation  should  enhance  the  contributions  these  or- 
ganizations can  make  to  appropriate  quality  and  utilization  of  serv- 
ices under  the  Federal  health  programs. 

We  favor  another  change  in  this  program.  It  was  clearly  the  in- 
tent of  the  original  statute  that  these  organizations  be  local  medical 
organizations  rather  than  Federal  agents.  A  recent  court  decision, 
which  we  have  recommended  to  the  Justice  Department  be  appealed, 
has  held  that  PSRO's  are  Federal  agencies  for  the  purposes  of  the 
Freedom  of  Information  Act  and  as  such  their  data  and  information 
must  be  disclosed  on  request  unless  it  meets  one  of  the  exceptions  to 
that  Act. 

The  existing  section  1166  of  the  Social  Security  Act  permits  dis- 
closure of  PSRO  information  for  fraud  and  abuse  investigations 
and  other  program  uses,  but  provides  the  necessary  safeguards  to 
these  PSRO's  and  their  individual  members.  We  believe  it  to  be  much 
better  to  depend  upon  an  orderly  regulation-wTriting  process,  which 
involves  public  input,  as  the  method  to  establish  policy  in  this  area 
rather  than  the  vagaries  of  scattered  court  decisions  on  just  what 
shall  and  shall  not  be  made  public  in  the  way  of  PSRO  records. 

We  are  also  concerned  about  the  lack  of  secretarial  discretion  in 
appointing  members  to  States'  councils.  We  would  like  to  work  with 
you  in  developing  a  change  which  will  give  the  Secretary  more  dis- 
cretion, but  retaining  existing  provisions  for  nominations  to  the 
Councils. 

We  favor  a  change  in  the  part  B  enrollment  limitation.  As  you 
know,  under  present  law  an  individual  who  chooses  to  cancel  his 
supplementary  medical  insurance  may  onlv  reenroll  once,  and  then 
only  during  a  general  enrollment  period — GEP — which  is  generally 
the  first  quarter  of  the  calendar  year. 

Disenrollments  can  occur  because  of  reasonable  misunderstandings, 
or  because  of  circumstances  beyond  an  individual's  control.  Bene- 
ficiaries who  cannot  reenroll  are,  to  all  intents  and  purposes,  left 
without  insurance.  Rather  than  changing  the  law  to  allow  an  in- 
dividual to  reenroll  twice,  as  some  propose,  we  would  favor  un- 
limited reenrollment  as  long  as  the  current  requirements  restricting 
reenrollments  to  a  general  enrollment  period — January  through  March 
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of  each  year  are  retained — and  as  long  as  there  is  a  surcharge  for  late 
enrollment  for  such  features.  Retaining  these  features  should  be 
adequate  to  guard  against  adverse  selection  or  high  turnover  by 
individuals  who  might  enroll  during  periods  of  ill  health. 

We  also  favor  a  proposal  to  provide  reimbursement  under  the 
hospital  insurance  program  in  those  limited  situations  where  a  medi- 
care beneficiary,  through  no  fault  of  his  own,  is  transferred  from  a 
certified  hospital  or  skilled  nursing  facility  bed  to  a  noncertified 
bed  or  a  bed  certified  for  a  level  of  care  that  differs  from  that  for 
which  payment  is  requested.  However,  we  would  limit  reimburse- 
ment to  situations  where  the  error  was  caused  by  a  utilization  review 
committee,  Professional  Standards  Review  Organization  or  fiscal 
intermediary. 

We  do  not  believe  that  payment  should  be  made  when  the  error 
is  made  by  a  hospital  or  skilled  nursing  facility  because  it  could,  in 
effect,  have  the  undesirable  effect  of  sanctioning  a  provider  error, 
and  might,  therefore,  encourage  improper  utilization,  on  a  continuing 
basis. 

We  also  support  the  enactment  of  a  provision  which  would  correct 
the  inequities  contained  in  present  medicare  law  concerning  pay- 
ments for  physician's  services  where  the  patient  is  deceased.  Under 
present  law,  such  payments  can  only  be  made  to  the  physician — if 
he  has  agreed  to  accept  assignment — or  to  a  person  who  has  paid 
the  bill.  In  those  instances  where  a  physician  has  refused  the  assign- 
ment, some  families  have  had  trouble  raising  enough  money  to  pay 
the  bill  so  it  could  be  submitted  to  medicare.  The  proposal  would 
correct  this  situation  by  allowing  medicare  to  pay  the  spouse  or  other 
legal  representative  on  the  basis  of  an  unpaid  bill. 

We  also  favor  an  amendment  to  remove  the  provision  of  the  Social 
Security  Act  which  authorizes  the  Secretary  to  establish  time  pe- 
riods, varying  by  patient  illness,  during  which  the  beneficiary  can 
be  assured  that  medicare  will  cover  his  skilled  nursing  facility  or 
home  health  care. 

We  have  encountered  serious  difficulties  in  obtaining  medical 
consensus  on  the  lengths  of  time  for  which  coverage  should  be  pre- 
sumed. Since  the  Secretary  may  make  payment  if  either  the  bene- 
ficiary or  the  provider  could  not  be  expected  to  know  that  the  care 
was  not  covered,  beneficiaries  can  generally  be  assured  that  coverage 
will  be  available  to  them.  Since  these  are  not  effective  or  necessary, 
we  recommend  they  be  repealed. 

Let  me  conclude,  Mr.  Chairman,  by  reaffirming  our  commitment 
to  improve  the  management  and  administration  of  our  program. 
Our  beneficiaries  expect  and  deserve  efficient  administration  and  cost- 
consciousness  at  the  Federal  level.  We  will  be  happy  to  work  with 
you  and  your  staff  on  the  proposals  that  are  developed  as  a  result 
of  these  hearings.  As  I  indicated  earlier,  we  will  have  some  additional 
proposals  to  submit  to  you  by  the  end  of  the  month. 

We  hope  that  that  will  be  in  time  for  your  consideration.  Mr. 
Fullerton  and  I  are  now  prepared  to  do  our  best  in  the  fielding  of 
questions. 

Mr.  Rostenkowski.  Thank  you,  Mr.  Derzon. 
Mr.  Burleson. 
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Mr.  Burleson.  Thank  you,  Mr.  Chairman. 

Mr.  Derzon,  in  several  places  in  the  earlier  part  of  your  statement 
you  referred  to  greater  flexibility  in  certain  administrative  areas. 
Do  you  have  any  problems  with  the  proposal  to  authorize  greater 
flexibility  in  the  application  of  standards  to  rural  hospitals? 

Mr.  Derzon.  No,  sir;  I  think  we  would  welcome  that  kind  of  dis- 
cretionary authority.  Hospitals  in  the  United  States,  both  big  and 
small,  generally  would  prefer  to  work  with  the  same  set  of  standards, 
but  they  would  like  more  flexibility  in  the  way  in  which  HEW  and 
the  State  certifying  agencies  deploy  those  standards.  So  I  think  that 
if  we  have  the  flexibility,  we  can  meet  both  goals,  which  is  to  keep  a 
high  set  of  standards,  but  to  apply  them  with  a  measured  amount 
of  discretion  in  those  situations  Avhere  obviously  they  just  don't 
simply  fit  the  problems  of  a  small  hospital. 

Mr.  Burleson.  Heretofore,  seemingly  we  have  assumed  that  con- 
ditions attached  to  hospitals  all  across  the  country  are  the  same,  or 
similar  enough  to  be  treated  the  same.  Hopefully  it  is  being  recog- 
nized both  by  Congress  and  the  Department  that  there  is  a  vast 
difference  in  circumstances  which  exist  throughout  the  country.  I 
think  there  should  be  great  flexibility  in  looking  at  both  rural  and 
innercity  hospitals,  according  to  need  and  conditions. 

I  will  ask  you  this  question:  Is  it  being  recognized  by  the  De- 
partment more  as  a  problem  if  you  don't  have  flexibility? 

Mr.  Derzon.  Well,  I  would  like  to  have  assurance  that,  on  the 
legislative  side,  that  we  do  have  the  flexibility.  But  I  would  like  to 
make  one  comment  to  you,  sir.  That  is,  we  have  a  national  program 
in  medicare,  we  have  Federal  funding,  and  we  have  beneficiaries 
with  the  same  entitlement  wherever  they  are.  The  Congress,  I  think, 
wisely  established  that  there  be  conditions  of  participation  so  that 
there  were  essentially  comparable  standards  throughout  the  country. 

One  of  the  problems  we  and  our  beneficiaries  have  is  that  they 
need  assurance  that  they  will  essentially  get  equivalent  benefits 
throughout  the  United  States  in  excellent  quality  facilities.  One  of 
the  problems  that  we  still  have  in  this  country  is  that  some  hospi- 
tals— even  in  very  remote  locations — do  not  want  us  to  apply  the 
same  standards,  but  want  to  have  unlimited  range  of  authority  to 
provide  services. 

So  we  have  to  strike  a  balance  and  that  is  perhaps  where  flexibility 
is  so  important.  If  we  are  going  to  relax  certain  regulations  or  condi- 
tions of  participation,  we  must  be  able  to  stipulate,  if  necessary,  that 
certain  kinds  of  services  be  provided  in  other  facilities  when  and  if 
necessary. 

I  think  the  problem  in  this  area,  of  course,  is  a  balancing  point 
and  a  reasonable  approach  by  the  Department  and  by  the  State 
agencies.  One  of  the  other  aspects  I  would  mention  here  to  you  is, 
that  as  we  give  more  discretion  to  certifying  agencies,  which  I 
favor  and  our  agency  favors,  we  have  got  to  improve  the  training 
of  the  individuals  who  do  this  work  so  that  they  can  apply  this 
discretion  evenhandedly  throughout  the  United  States,  not  doing 
it  one  way  in  one  State,  another  way  in  another  State. 

Mr.  Burleson.  Well,  I  can  appreciate  what  you  are  saying,  that 
you  probably  have  some  increased  problems  of  applying  different 
standards,  but  recognize  the  necessity,  the  practicality  of  it — and 
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incidentally,  what  you  would  do  would  not  always  please  some  of  us 
who  have  problems  in  some  of  these  areas  either,  but  the  fact,  as 
you  say,  that  they  would  want  this  quality  service,  and  perhaps 
relaxation  of  the  condition  which  would  permit  the  sort  of  services 
which  they  think  they  should  render,  has  got  to  all  come  down  to 
some  practical  or  commonsense  approach  in  relation  to  these  vast 
differences. 

Mr.  Derzon.  We  certainly  agree  with  that.  I  might  mention  that 
we  are  in  the  process  now  of  revising  the  conditions  of  participation 
to  make  them  more  reasonable  in  our  view,  to  simplify  them  and 
clarify  them,  and  I  think  that  that  is  going  to  help  all  hospitals  in 
the  United  States.  They  will  be,  of  course,  published  as  a  set  of  pro- 
posed regulations  and  there  will  be  ample  time  for  the  public  and 
hospitals  to  comment  on  them,  but  I  think  that  that  will  be  a  helpful 
step  in  the  direction  that  you  describe. 

Mr.  Burleson.  Thank  you,  Mr.  Derzon.  Thank  you,  Mr.  Chair- 
man. 

Mr.  Rostenkowski.  Mr.  Derzon,  one  of  the  continuing  complaints 
about  paying  for  physicians'  services  under  medicare  is  that  the  fees 
medicare  recognizes  as  reasonable  are  substantially  less  than  the 
fees  physicians  actually  charge.  However,  I  would  like  to  know  how 
medicare  fees  compare  with  the  fees  paid  by  private  insurance.  I 
think  we  should  reexamine  this  carefully  before  we  consider  offering 
physicians  any  financial  incentives  to  accept  assignments. 

Does  the  Department  have  any  information  in  this  area? 

Mr.  Derzon.  We  have  some  limited  data  in  this  area  that  I  would 
prefer  to  file  with  the  committee.  There  is  a  general  suspicion,  I 
think,  that  medicare  is  substantially  discounting  fees  as  contrasted, 
for  example,  with  Blue  Shield. 

Some  of  our  rather  selective  studies  would  not  show  that ;  in  other 
words,  that  we  are  not  paying  perhaps  what  physicians  would  want 
us  to  pay,  and  not  what  they  are  charging. 

But  we  are  paying  in  many  ways  an  amount  reasonably  close  to 
the  Blue  Shield  best  fee  schedules  where  Blue  Shield  particularly 
has  participating  physicians.  I  can  give  you  a  few  examples  from 
one  study  just  for  purposes  of  this  discussion. 

Medicare  fees,  for  example,  for  a  followup  visit  in  one  study 
showed  $10,  while  the  Blue  Shield  best  fee  showed  $10.73,  so  we 
were  close.  The  usual  fee,  or  the  fee  the  doctor  customarily  charged, 
was  $13.93.  So  this  case  obviously  shows  that  Blue  Shield  and  medi- 
care pay  less  than  what  the  doctor  would  normally  charge. 

Medicaid  fees  are,  of  course,  a  larger  problem  because  they  are 
substantially  below  medicare  fees  in  many  parts  of  the  country.  I 
think  that  rather  than  go  into  lengthy  discussions  of  this,  I  would 
simply  tell  you  that  we  are  concerned  about  the  growing  discrepancy 
between  the  willingness  of  physicians  to  accept  the  fees  of  the  medi- 
care program. 

In  1976,  $562  million  was  the  difference  between  our  reasonable 
fees— what  we  allowed  and  what  the  doctors  charged.  That  is  $562 
million  for  the  medicare  program. 

In  1970  it  was  only  $126  million,  which  means  the  medicare 
patient  is  gradually  losing  his  coverage  and  he  is  paying  more  and 
more  out-of-pocket  costs. 
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Mr.  Rostenkowski.  Mr.  Derzon,  do  you  think  you  get  enough  in- 
formation from  the  carriers  to  make  some  specific  conclusions  with 
respect  to  whether  or  not  medicare  is  paying  enough  or  whether  the 
doctors  have  a  legitimate  complaint? 

Mr.  Derzon.  I  would  like  Mr.  Fullerton  to  tell  you  where  we  are 
on  that. 

Mr.  Fullerton.  As  you  know,  Mr.  Chairman,  there  is  a  provision 
in  the  statute  that  

Mr.  Rostenkowski.  I  know  all  about  that,  Bill.  Go  ahead. 

Mr.  Fullerton.  This  provision  says  that  the  customary  charge 
that  medicare  will  pay  shouldn't  be  any  higher  than  what  the  carrier 
pays  for  its  own  subscribers.  It  has  been  my  personal  judgment  we 
probably  haven't  explored  that  area  substantially  enough  and  we  are 
now  going  to  get  some  information  from  our  carriers  to  find  out 
whether  that  provision  is  really  being  carried  out  to  the  full  intent 
of  the  law.  I  don't  think  we  know  all  that  we  should  know. 

Mr.  Rostenkowski.  Are  you  getting  cooperation  from  the  car- 
riers? Are  they  willing  to  exchange  this  information  with  you? 

Mr.  Fullerton.  I  have  no  reason  to  believe  they  would  not.  Their 
contract  calls  for  them  to  comply  with  the  statute. 

Mr.  Rostenkowski.  The  only  reason  this  becomes  a  concern  is 
that  the  physicians  use  lower  medicare  payments  as  an  excuse  not  to 
take  an  assignment.  I  want  to  know  if  this  is  actually  the  case.  I  just 
want  to  make  sure  that  you  were  getting  the  cooperation  necessary  to 
secure  this  comparative  data. 

Mr.  Fullerton.  I  think  that  is  a  very  good  point.  We  are  looking 
into  it. 

Mr.  Rostenkowski.  Mr.  Derzon,  I  am  also  concerned  about  the 
Department's  allegation  that  detailed  technical  provisions  relating  to 
coverage  and  benefits  are  better  left  to  the  Secretary's  discretion  and 
should  not  be  dealt  with  in  the  law. 

I  would  like  you,  if  you  would  please,  to  outline  for  me  what 
those  provisions  are  and  explain  to  me  how  and  why  it  is  so  much 
more  difficult  to  implement  policies  made  by  the  Congress  rather 
than  policies  made  at  the  discretion  of  the  Secretary. 

We  are  out  there  on  the  frontline  pretty  consistently  answering 
questions  about  policies  that  are  promulgated  at  your  agency  and  if 
we  are  going  to  accept  that  responsibility,  I  would  like  to  have  you  give 
me  a  reason  why  you  think  or  why  the  Department  thinks  that  we 
should  not  be  formulating  policy — keeping  hands  off  as  it  were. 

Mr.  Derzon.  First  of  all,  we  would  never  suggest  that  you  keep 
hands  off  in  any  part  of  the  medicare  program.  Whatever  we  are 
doing,  we  think  it  ought  to  be  subject  to  the  kind  of  oversight  and 
the  kind  of  methods  the  Congress  has  to  watch  the  administration. 
But  we  think  we  burden  you  with  certain  minor  details  in  this  pro- 
gram,' though  I  want  to  simply  mention  to  you  before  I  go  on,  we 
obviously  have  the  capacity  to  implement  the  law  of  the  land.  I 
can  assure  you  when  legislation  is  passed,  we  will  do  everything  we 
can  to  get  it  into  regulation  where  that  is  necessary,  and  instructions 
where  that  is  necessary.  But  if  I  could  take  a  couple  examples  of 
subjects  that  are  being  entertained  by  the  committee  that  I  believe 
can  be  handled  through  regulation.  One  concerns  the  part  A  institu- 
tional benefit,  where  the  erroneous  judgment  of  facility  administra- 
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tors  and/or  temporary  unavailability  of  hospital  beds  have  caused 
beneficiaries  to  be  placed  in  inappropriate  level  of  care. 

It  seems  to  me  that  that  is  not  an  important  issue,  but  basically 
it  is  one  that  could  probably  be  handled  satisfactorily  within  HEW. 
We  have  a  provision  in  the  law  right  now  that  a  physician  establish 
a  written  plan  of  treatment  for  each  patient  describing  the  type, 
amount  and  duration  of  speech  therapy  services  to  be  furnished. 

The  Congress  ought  to  decide  whether  it  should  be  covered,  but 
I  would  have  to  ask  whether  or  not  you  really  want  to  spend  the 
time  of  the  committee  and  staff  on  all  the  conditions  surrounding 
that  particular  kind  of  service. 

If  I  could  take  one  other  example,  there  is  a  provision  in  the  law 
that  states  that  ambulance  services  are  not  covered  to  a  hospital 
more  distant  than  the  nearest  hospital. 

Yvrell,  that,  I  am  sure,  is  a  law  that  was  carefully  thought  through, 
but  obviously  it  is  working  a  hardship  in  certain  situations  where 
it  would  be  easier  to  amend  regulations  without  going  through  the 
steps  of  a  legislative  process. 

It  is  those  kinds  of  things,  I  think,  Mr.  Chairman,  that  we  think 
competent  administrators  of  this  program  can  handle.  It  is  a  sug- 
gestion of  ours  that  to  the  extent  we  can,  we  sort  of  minimize  the 
detail,  the  smaller  details,  in  the  legislative  process. 

Mr.  Kostenkowski.  As  you  know,  Mr.  Derzon,  this  subcommittee 
has  a  special  interest  in  the  effect  of  administration  of  the  medicare 
program.  I  certainly  am  personally  concerned  about  the  way  the 
program  is  managed  and  the  interests  of  aged  beneficiaries  are 
protected. 

So,  I  would  like  to  ask  you  a  couple  questions  about  how  you 
manage  the  program.  First,  what  administrative  benefits  and  prob- 
lems have  resulted  from  the  reorganization  now  that  medicare  and 
the  Bureau  of  Health  Insurance  has  been  made  a  subordinate  part  of  a 
much  larger  agency — HCFA  ? 

Mr.  Derzon.  As  you  know,  the  Medicare  Bureau,  the  Bureau  of 
Health  Insurance  under  Social  Security,  has  been  moved  into  the 
Health  Care  Financing  Administration.  We  believe  that  the  program 
has  not  been  disadvantaged  at  all  by  coming  into  the  Health  Care 
Financing  Administration,  first,  because  the  administrators  of  the 
Health  Care  Financing  Administration  and  the  administrators  of 
the  Medicare  Bureau  are  part  of  a  much  smaller  operation  than  they 
were  in  the  past. 

Most  medicare  problems  had  to  be  settled  in  the  Secretary's  office 
and  the  very  large  and  vast  Social  Security  Administration  could 
give  relatively  less  time,  I  think,  and  required  more  levels  of  organi- 
zation there  than  we  currently  have  through  the  convenience  of  the 
Health  Care  Financing  Administration.  So  basically  I  think  we  can 
service  the  medicare  program  administratively  much  more  easily. 

Now  medicare,  secondly,  I  think,  has  probably  benefitted  by  our 
ability  to  deal  on  policy  issues  across  all  reimbursement  programs. 
I  think  that  the  way  we  are  handling  reimbursement  policy  issues 
now,  trying  to  use  the  benefits  of  the  medicare  program  as  we  look 
at  reimbursement  in  the  medicaid  program  and  so  forth,  we  are 
beginning  to  bring  better  consistency  to  public  assistance  programs 
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and  that  is  an  advantage  to  both  programs,  both  medicare  and 
medicaid. 

We  generally  have  a  relatively  small  organization.  We  only  have 
4,300  people.  As  you  know,  we  are  primarily  a  contract  manage- 
ment hrm  where  we  are  managing  private  contractors,  Blue  Shield- 
Blue  Cross  and  the  commercials  as  fiscal  carriers  and  intermediaries. 
These  contractors  have  the  same  working  relationship  that  they  had 
been  earlier  in  the  medicare  program.  So  we  are  trying  to  preserve 
that  relationship.  The  medicare  program  is  doing  better  on  the  con- 
tracting front  now  than  has  been  true  in  the  past.  The  unit  costs  of 
processing  claims  are  lower,  and  going  lower  each  year. 

So  I  think  that  we  have  been  able  to  work  out  a  very  difficult 
reorganization  and  service  the  medicare  program  and  the  bene- 
ficiaries of  that  program  very,  very  well. 

Lastly,  I  want  to  say  just  one  other  word.  At  the  regional  level, 
where  half  of  our  Health  Care  Financing  Administration  staff  is, 
the  Health  Care  Financing  regional  offices  are  headed  mostly  by 
former  medicare  executives.  So  they  are  not  only  able  to  under- 
stand their  program  better,  but  they  are  able  to  give  medicare  flavor 
to  the  other  programs  which  the  Health  Care  Financing  Administra- 
tion is  intimately  involved  in. 

Mr.  Eostenkowski.  Mr.  Derzon,  I  understand  the  director  of  the 
Medicare  Bureau  has  not  yet  been  appointed,  is  that  true? 

Mr.  Derzon.  Yes,  Mr.  Tierney  has  just  left  the  program.  I  think 
it  was  in  late  May.  We  are  actively  searching  now  for  a  more  perma- 
nent director,  but  we  are  very  fortunate  to  have  the  services  of  Mrs. 
Mildred  Tyssowski,  who  was  the  deputy  for  Mr.  Tierney,  and  is  an 
extremely  able  and  knowledgeable  civil  servant. 

Mr.  Rostenkowtski.  What  are  your  plans,  Mr.  Derzon,  for  the 
medicare  bureau? 

Mr.  Derzon.  Well,  Mr.  Chairman,  our  plans  for  the  days  ahead 
are  basically  to  continue  on  the  track  that  we  have  been  on.  We  have 
been  on  the  track  of  trying  to  preserve  program  identification,  but  we 
are  also  on  the  track  of  trying  to  bring  together  functionally  those 
services  or  programs  or  activities  that  are  very  similar  throughout  all 
of  HCFA.  There  is  the  possibility  that  down  the  road  a  ways,  we  will 
do  in  other  functional  areas  what  we  have  done  with  a  whole  area  of 
standards  that  Mr.  Burleson  brought  up :  we  bring  together  the  staff 
in  all  the  programs  involved  in  standards  and  they  are  functionally 
organized.  It  is  very  possible  that  we  will  take  some  additional 
functional  steps  to  bring  other  components  together.  We  will  be 
better  able  to  do  this  and  understand  the  opportunities  after  we  are 
physically,  geographically  together.  I  announced  on  Friday  that  we 
were  moving  vast  numbers  of  Health  Care  Financing  Admhiistration 
personnel  and  programs  and  staff  to  a  single  location  in  the  Wood- 
lawn  area,  which  will  certainly,  for  the  medicare  staff,  be  a  decision 
that  will  be  very  helpful  in  maintaining  the  strength  of  the  medicare 
program.  We  feel  that,  on  balance,  this  has  been  the  best  of  all  pos- 
sible decisions  we  could  make. 

Mr.  Rostenkoavski.  Well,  Mr.  Derzon,  certainly  I  am  sure  that 
your  Department,  HEW,  is  no  different  than  any  others  these  days, 
but  we  have  heard  complaints  about  confusion,  lack  of  communica- 
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tion  within  HCFA,  downgrading  of  medicare  staff,  really  low  morale 
in  the  medicare  bureau.  I  just  wondered  

Mr.  Derzon.  May  I  comment  on  that? 

Mr.  Eostenkowski.  Would  you  please  ? 

Mr.  Derzon.  I  think  reorganization  is  very  tough  in  Government, 
very  tough  on  staffs;  jobs  change,  functions  and  roles  change.  There 
is  a  more  dynamic,  it  seems  to  me,  disruption  of  certain  kinds  of 
activities  over  the  short  run,  and  because  of  the  ways  the  Civil 
Service  is  structured,  these  always  have  great  implications  on  career 
bureaucrats,  most  of  whom  I  think  in  the  medicare  program,  in  fact, 
in  all  of  HCFA,  are  excellent  people.  There  are  many  who  want  to 
do  different  things,  and  there  are  many  who  want  more  responsibility. 

We  can  meet  some  of  those  goals  of  some  of  our  staff  by  giving 
them  more  and  more  opportunities,  in  some  cases  it  goes  the  other 
way,  I  am  afraid.  We  have  had  a  serious  problem  in  the  medicare 
program  with  classification.  We  have  had  the  need  to  virtually 
clear  all  of  our  important  reclassifications  with  the  Civil  Service 
Commission  and  the  Civil  Service  Commission  has  basically  sup- 
ported us  in  the  classification  work  that  has  taken  place. 

The  classification  work  has  impacted  with  some  downgrading  of 
staff  in  both  the  regions  and  potentially  centrally.  We  in  HCFA  do 
not  make  the  classification  system.  We  try  to  make  the  classification 
system  work. 

I  think  that  some  of  the  problems  we  are  facing  have  come  together 
at  the  time  of  reorganization,  but  not  because  of  it.  The  reason  I 
say  that  is  that  when  I  came  to  HEW,  one  of  the  first  things  I 
learned  was  that  there  were  problems  generally  with  the  classification 
of  many  staff  in  HEW  as  well  as  in  other  governmental  agencies. 
The  Civil  Service  Commission  was  bound  and  determined  that  some 
of  those  problems  of  overgrades  or  other  classifications  be  resolved. 

We,  unfortunately,  have  that  taking  place  at  the  same  time  as  we 
have  reorganization,  but  it  is  my  personal  view  that  this  would 
have  occurred  had  there  been  no  reorganization  whatsoever.  We  are 
doing  our  very  best,  however,  to  ease  the  burdens  of  downward 
classification  and  I  am  fighting  hard  for  the  staff  where  I  think 
that  we  have  a  case  to  make  with  the  Commission. 

But  I  will  tell  you,  sir,  it  is  not  easy. 

Mr.  Fullerton.  Mr.  Chairman,  there  is  another  point  I  might 
like  to  add  to  that. 

Under  the  present  organization  system  in  HEW,  if  a  person  is 
downgraded  or  the  job  downgraded,  he  doesn't  get  a  downgrading 
of  his  classification  until  the  end  of  1979,  and  even  if  at  that  time 
he  has  not  been  able  to  find  a  job  at  the  grade  where  he  was  before, 
his  salary  continues  for  2  years  without  reduction  whatever. 

So  there  has  been  a  lot  of  freedom  in  that  respect  with  administra- 
tors as  they  went  through  reorganizing  in  various  parts  of  HEW.  So 
you  won't  find  salary  impact  implications  on  employees  for  some 
time. 

Mr.  Rostenkowski.  Mr.  Duncan? 

Mr.  Duncan.  Thank  you,  Mr.  Chairman. 

I  would  like  to  welcome  you,  Mr.  Derzon  and  Mr.  Fullerton,  to  the 
committee.  It  is  my  understanding  that  a  recent  medicaid-medicare 
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fiscal  1980-81  strategy  paper  prepared  by  you  indicated  that  literally 
hundreds  of  millions  of  dollars  could  be  saved  through  introduction 
of  basic  managerial  techniques. 

Do  you  believe  this  possibility  still  exists  ?  Have  you  made  progress 
in  achieving  such  results,  Mr.  Derzon? 

Mr.  Derzon.  I  think  we  are  making  progress.  We  have  promised 
the  Secretary  that  his  commitments  on  general  cost  savings  for  HEW 
will  be  met  and,  in  fact,  will  be  exceeded  and  I  would  be  very  happy 
to  provide  you  with  an  updated  report  of  how  we  are  doing  in  this 
particular  area. 

Mr.  Duncan.  Thank  you. 

Mr.  Derzon.  I  do  want  to  mention  one  or  two  aspects  of  improved 
administration  suggestions  and  how  I  think  it  can  save  program 
dollars.  One  is  certainly  to  strengthen  the  management  of  the  claims 
processing  activities,  particularly  through  tightening  of  screens. 
Screens  are  the  devices  that  are  used  by  claims  processors  to  pick 
out  claims  that  are  aberrant  patterns  of  practice.  It  is  also  the  prac- 
tice that  PSRO's  are  trying  to  employ  in  controlling  utilization. 

Some  of  these  have  been  developed  in  the  medicaid  program  and 
can  be  carried  over  through  the  medical  information  system  to  medi- 
care which  I  think  is  one  of  the  benefits  of  bringing  the  medicaid 
program  and  medicare  program  organizations  together.  This  is  one 
area  where  medicaid  conceptually  at  least  is  well  advanced.  And 
medicare  can  benefit  from  that. 

In  other  areas,  in  competitive  contracts,  we  are  doing  more  com- 
petitive contracting  in  part  B  and  there  are  some  interesting  results. 
The  cost  per  claims  process  on  a  unit  basis  is  going  down  and  we 
seem  to  be  doing  better  in  our  negotiating  claims ;  that  is,  those  that 
are  not  competitively  bid. 

So  I  think  controlling  administrative  costs  are  possible.  Our  major 
effort,  I  think,  has  to  be  in  program  costs,  not  simply  in  administra- 
tive costs,  because  the  program  costs  are  what  are  so  large  and  that 
is  where  the  billions  are — the  millions  are  or  tens  of  millions  are — 
in  administrative  costs.  Somehow  we  have  to  make  progress  on  the 
program  costs  side,  eliminating  waste  and  abuse  by  providers  where 
that  is  occurring,  tightening  up  on  cost  auditing  for  hospitals ;  hope- 
fully getting  cost  containment  so  we  can  contain  that  bill  from 
rising  as  dramatically  as  it  has  in  the  past.  It  is  in  program  costs 
that  the  big  payoffs  are. 

Mr.  Duncan.  In  that  context,  the  administration  seems  intent  on 
cutting  health  care  expenditures  through  a  variety  of  proposals  and 
at  the  same  time  it  is  my  understanding  you  are  now  preparing 
to  recommend  a  national  health  insurance  proposal  that  could  add 
a  minimum  of  $15  to  $40  or  $60  billion  in  Federal  costs.  Do  you  see 
any  contradiction  in  those  goals? 

We  can't  have  it  both  ways. 

Mr.  Derzon.  Well,  I  think,  first  of  all,  I  am  not  sure  that  the 
savings  that  can  be  generated  by  more  efficient  administration  can 
meet  all  of  the  costs  of  any  one  of  the  alternative  plans  currently 
under  discussion  for  national  health  insurance.  But  I  think  we  could 
all  agree  that  the  things  the  Federal  Government  is  doing  in  the 
public  financing  area  for  health  ought  to  be  done  just  as  tightly  and 
efficiently  as  possible  with  a  minimum  of  waste. 
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So  I  think  that  that  stands  on  its  own  as  a  goal. 

If  we  have  a  national  health  insurance  program,  the  chances  are 
it  will  provide  either  the  same  or  increasing  benefits  certainly  to  a 
broader  cross-section  of  the  population.  I  think  those  of  us  who  are 
working  in  this  area,  all  of  us,  get  very  discouraged  because  there 
are  still  some  large  numbers  of  individuals  in  this  country  that  do 
not  have  adequate  financing  for  their  health  care  services. 

It  seems  inevitable  to  me  that  we  are  going  to  have  to  meet  some 
of  these  unmet  needs.  It  is  a  question  of  timing. 

Mr.  Duncan.  How  many  people  do  you  think  are  in  this  group 
that  you  say  have  unmet  needs? 

Mr.  Derzon.  I  would  say,  first  of  all,  that  there  are  between  8  and 
9  million  Americans  below  the  poverty  line,  who  do  not  have  medic- 
aid and  do  not  have  any  other  health  insurance. 

There  are  also  about  21  or  22  million  people  who  are  on  medicaid. 
Some  medicaid  programs  are  very  adequate  and  some  are  very 
paltry  and  very  limited  in  terms  of  the  benefits.  We  still  have  medic- 
aid programs  in  this  country  that  don't  pay  poor  persons'  prescrip- 
tion drugs.  So  we  have  serious  gaps,  Mr.  Duncan,  and  I  think  any 
national  health  insurance  program  would  hopefully  address  those. 

There  are  obviously  many  more  people,  some  people — an  estimated 
40  million  Americans — that  don't  have  adequate  health  insurance. 
I  don't  want  to  enter  into  that  debate  today.  I  hope  that  is  not  the 
purpose  of  this  hearing. 

Mr.  Duncan.  No,  sir. 

My  time  is  about  up.  Let  me  ask  you  one  other  question. 

We  hear  that  the  rise  in  the  cost  of  health  care  is  to  some  extent 
due  to  the  services  both  provided  by  and  ordered  by  physicians, 
sometimes  unnecessarily  because  of  the  malpractice  liability  situation 
they  are  exposing  themselves  to.  Have  you  given  any  thought  to 
perhaps  indemnifying  a  physician  for  malpractice  above  a  certain 
amount  ? 

We  raised  that  question  last  year.  Is  it  possible  they  were  in- 
demnified for  medicare  or  medicaid  patients?  There  may  be  great 
savings,  more  than  it  would  cost  to  indemnify  the  health  providers. 

Mr.  Derzon.  I  am  pleased  you  brought  that  up,  because  I  think 
most  of  us  who  have  been  in  the  health  field  for  some  time  would 
agree  that  the  threat  of  malpractice  has  led  to  a  great  deal  of  defen- 
sive medicine  and  probably  an  increase  in  diagnostic  services  and 
tests  beyond  which  a  physician  might  normally  go,  except  for  the 
fact  of  the  threat  of  malpractice. 

Some  States  are  making  progress.  As  far  as  the  HEW  program 
goeg,  we  have  a  very  active  task  force  on  malpractice  which  is  near- 
ing  a  set  of  recommendations  on  the  issue  of  malpractice  and  what 
the  Federal  Government  itself  should  do. 

We  have  some  evidence  in  one  report  that  shows  that  the  medicare 
program  and  medicaid  program  through  the  cost-reimbursement 
methodology  are  paying  a  disproportionate  share  of  the  costs  that 
are  incurred  by  medicare  and  medicaid  beneficiaries  in  malpractice ; 
that  is,  we  are  paying  the  average  cost,  yet  our  beneficiaries  tend  to 
sue  less  and  have  lower  claims. 

Mr.  Duncan.  Would  you  furnish  a  copy  of  that  to  the  members 
of  the  committee  and  for  the  record? 
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Mr.  Derzon.  The  report  referred  to,  "Medical  Malpractice  Claims,"  ' 
is  the  HEW/Industry  medical  malpractice  insurance  claims  study 
which  summarizes  a  broad-hased  research  effort,  examining  this  prob- 
lem. The  report  is  currently  undergoing  departmental  review  and  will 
be  released  in  the  very  near  future.  We  will  be  pleased  to  provide  a 
copy  to  the  committee  in  the  very  near  future. 

But  that  in  itself  may  change  the  way  the  public  portion  finances 
its  share,  but  it  does  not  necessarily  address  your  basic  concern  and 
perhaps  mine,  that  somehow  we  have  to  get  out  of  the  malpractice  trap 
so  the  physicians  order  only  that  which  they  think  is  really  necessary 
for  the  benefit  of  the  patient. 

Mr.  Eostenkowski.  Thank  you,  Mr.  Derzon  and  Mr.  Fullerton. 

We  have  several  questions  to  be  submitted  for  the  record  and  we 
will  send  them  to  you,  if  you  would  be  kind  enough  to  answer  them 
in  time  for  our  use  in  the  markup. 

Mr.  Derzon.  Yes.  Thank  you  very  much. 

[The  questions  and  answers  follow:] 

Question  1.  Questions  have  been  raised  about  the  limitations  and  the  problems 
involved  in  providing  Medicare  coverage  under  H.R.  5264  for  services  outside  the 
United  States.  Do  you  see  any  way  in  which  the  approach  contained  in  this 
bill  can  be  made  to  work  effectively?  Is  there  an  alternative  approach  the  Depart- 
ment would  recommend  ? 

Answer.  The  reciprocal  agreement  approach  for  Medicare  coverage  outside 
the  United  States  as  proposed  in  H.R.  5264  would  administratively  be  very  diffi- 
cult— e.g.  attempting  to  ensure  the  quality  of  health  services  for  which  reimburse- 
ment would  be  made,  and  would  entail  unknown  costs.  We  would  not  object  to 
further  investigation  into  this  matter  to  determine  the  current  need  for  such 
coverage.  However,  we  have  no  recommendations  at  this  time. 

Question  2.  The  lower  of  cost  or  charges  provision  of  present  law  has  been  a 
source  of  great  confusion  among  a  number  of  providers  of  medical  services.  Are 
there  any  modifications  you  would  recommend  making  in  this  provision? 

Answer.  There  were  several  problems  associated  with  the  implementation  of 
this  provision  but  most  of  them  have  been  settled  administratively. 

The  law  provides  that  Medicare  reimbursement  for  services  may  not  exceed  the 
lesser  of  the  reasonable  cost  of  such  services  or  the  customary  charges  to  the 
general  public  for  such  services.  In  order  to  be  considered  a  "customary  charge" : 
a  charge  must  be  applied  uniformly  on  charge  paying  customers.  Despite  efforts 
to  the  contrary,  many  providers  which  serve  low-income  areas  are  successful  in 
collecting  only  a  very  small  percentage  of  full  charges.  Therefore,  if  their  col- 
lected charges  (rather  than  full  charge  schedules)  were  looked  to  as  customary 
charges  for  the  purpose  of  determining  the  lower  of  costs  or  charges,  99  percent 
of  public  providers  and  a  substantial  number  of  nonprofit  providers  whould  be 
reimbursed  at  a  rate  lower  than  costs.  Special  administrative  formulas  which 
have  been  developed  to  address  these  situations  are  now  generally  understood 
by  the  affected  providers  and  applied  appropriately.  The  formulas  evaluate  such 
factors  as  collection  efforts  and  procedures  for  making  indigency  allowances  to 
determine  whether  the  full  charge  schedule  or  collected  charges  become  the  basis 
for  comparing  costs  and  charges. 

Some  public  providers  have  encountered  special  problems  in  addition  to  those 
involving  low-income  patients.  In  some  cases,  public  provider  charges  have  tra- 
ditionally been  established  prospectively  by  a  Government  agency  based  on  in- 
complete projections  or  general  conclusions  about  what  can  be  expected  to  be 
collected.  The  special  exemption  from  application  of  the  lower  of  cost  or  charges 
(LOO  provision  for  public  providers  with  nominal  charge  structures  does  not 
always  apply  in  such  cases  and,  therefore,  reimbursement  has  been  reduced  below 
actual  costs  due  to  circumstances  over  which  the  provider  has  little  or  no  control. 

The  LCC  provision  has  served  to  focus  attention  on  the  relationship  between 
costs  and  charges  and  has  generally  encouraged  providers  to  budget  costs  and 
expected  revenues  on  a  more  realistic  basis.  However,  because  of  the  special 
problems  the  provision  has  caused  for  certain  public  providers,  we  would  recom- 
mend that  the  provision  be  made  more  flexible  by  amending  it  to  authorize  the 
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Secretary  to  waive  application  of  LCC  to  a  public  provider  on  a  case-by-case 
basis  where  warranted  by  special  circumstances.  We  do  not  recommend  any 
changes  in  the  provision  as  it  applies  to  nonpublic  providers. 

Question  3.  You  recommend  payment  in  those  instances  where  a  beneficiary, 
through  no  fault  of  his  own.  is  inappropriately  transferred  and  is  denied  payment 
because  he  is  in  the  wrong  part  of  the  facility.  However,  you  support  payment 
only  where  the  transfer  is  the  fault  of  the  utilization  review  committee,  the  PSRO 
or  the  intermediary.  I  would  assume  that  there  are  numerous  cases  where  the 
transfer  is  made  before  one  of  these  bodies  rules  on  the  appropriateness  of  the 
transfer.  Are  you  suggesting  that  the  patient  should  just  have  to  pay  in  these 
cases  ? 

Answer.  Where  a  beneficiary,  through  no  fault  of  his  own,  is  inappropriately 
transferred  by  the  facility  staff  to  a  non-certified  part  of  the  facility,  he  is  denied 
payment  because  of  the  wrong  placement.  We  believe  that  there  is  a  basis  for 
supporting  Medicare  payment  in  these  instances  where  a  skilled  nursing  facility 
has  erroneously  placed  a  beneficiary  in  a  non-certified  part  and  furnished  him 
services  that  would  have  been  covered  except  for  the  erroneous  placement.  Such 
an  error  could  occur  easily  through  a  clerical  mistake  or  misunderstanding  by 
the  facility  personnel. 

It  is  equally  possible,  however,  that  such  transfers  could  be  the  result  of  self- 
serving  abuses  by  the  facilities.  It  is  conceivable  that  skilled  nursing  facilities 
with  high  occupancy  rates  could  maximize  their  reimbursement  by  making  "er- 
rors" in  the  placement  of  beneficiaries  in  uncertified  beds.  Unless  there  were  ade- 
quate disincentives  for  SNF's  who  make  these  inappropriate  placements,  the 
errors  might  increase  to  a  frequency  that  would  serve  to  eliminate  the  distinc- 
tion between  certified  and  uncertified  portions  of  the  facility. 

Question  4-  What  is  the  Department's  response  to  the  argument  that  increased 
Medicare  coverage  and  availability  of  home  health  services  will  result  in  savings 
to  the  Medicare  program  due  to  avoidance  of  institutionalization? 

Answer.  The  assertion  that  increased  availability  of  home  health  services  will 
lead  to  cost  savings  through  reduced  institutionalization  has  never  been  consist- 
ently documented.  Studies  which  have  attempted  to  measure  cost  trade-offs  be- 
tween the  two  modalities  of  care  have  produced  inconclusive  and  often  conflict- 
ing results.  The  Department  believes  that  although  cost  is  an  important  factor 
in  the  debate  of  home  versus  institutional  care,  equally  important  is  the  quality 
of  care  provided  and  the  patient's  preference. 

Question  5.  Are  there  any  specific  limitations  you  think  should  be  placed  on 
the  coverage  of  durable  medical  equipment  where  the  beneficiary  is  residing  in 
a  facility? 

Answer.  Under  part  B  of  Medicare,  reimbursement  may  be  made  for  medically 
necessary  durable  medical  equipment,  including  iron  lungs,  oxygen  tents,  hospi- 
tal beds  and  wheelchairs  used  in  the  beneficiary's  home.  Where  a  beneficiary's 
residence  is  a  nursing  facility,  or  other  institution,  care  must  be  taken  to  assure 
that  the  facility  is  not  one  that  would  ordinarily  be  expected  to  be  furnishing 
durable  medical  equipment  to  inpatients  as  part  of  its  primary  mission.  In  such 
a  case,  payment  for  such  equipment  under  part  B  of  Medicare  would  be  in- 
appropriate. 

■Current  procedures  require  that  institutions,  or  distinct  parts  thereof,  that 
serve  as  residences  for  program  beneficiaries  be  surveyed  by  State  agencies  to 
determine  whether  they  are  primarily  engaged  in  providing  skilled  nursing  and 
related  services  or  rehabilitation  services.  Regardless  of  whether  such  an  insti- 
tution participates  in  Medicare  or  Medicaid,  or  whether  the  care  received  by 
beneficiaries  is  covered  under  these  programs,  if  the  facility  is  primarily  en- 
gaged in  furnishing  skilled  care  payment  under  part  B  of  Medicare  for  durable 
medical  equipment  cannot  be  made.  This  restriction  is  necessary  to  prevent  in- 
appropriate program  payments. 

Question  6.  What  limitations  or  conditions  would  the  Department  consider 
appropriate  or  necessary  on  the  coverage  of  orthopedic  shoes? 

Answer.  Present  law  excludes  from  coverage  expenses  incurred  for  orthopedic 
shoes  or  other  supportive  devices  for  the  feet.  An  exception  to  this  would  be  where 
a  shoe  is  incorporated  into  a  leg  brace  and  is  viewed  as  a  component  of  the  brace 
itself.  In  this  instance,  however,  it  may  be  said  that  program  payment  is  not  being 
made  for  the  shoe  but  for  the  leg  brace  which  happens  to  include  a  shoe  as  a  neces- 
sary component. 
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A  proposal  has  been  made  to  expand  coverage  under  the  Medicare  supple- 
mentary medical  insurance  program  to  include  orthopedic  shoes  or  other  suppor- 
tive devices  prescribed  by  a  physician  for  correction  or  treatment  of  abnormalities 
of  the  feet  or  legs  which  cause  serious  detrimental  effects. 

Despite  the  intent  of  the  proposal  to  limit  coverage  to  situations  involving 
serious  abnormalities  of  the  feet,  we  believe  that  such  a  limitation  is  too  vague 
and  would  be  almost  impossible  to  administer.  In  practice,  coverage  would  prob- 
ably be  extended  far  beyond  the  circumstances  contemplated  by  the  proposal. 
For  this  resaon,  we  strongly  favor  retaining  the  limitations  in  present  law. 

Question  7.  Does  the  Department  see  any  special  problems  involved  in  providing 
medicare  coverage  for  cancer  detection  procedures? 

Answer.  Under  present  law,  routine  preventive  services  such  as  periodic  health 
examinations  and  routine  screening  procedures,  are  excluded  from  Medicare 
coverage  because  the  main  objective  of  the  program  is  to  provide  protection 
against  costs  related  to  illness.  The  decision  to  exclude  preventive  services  did 
not  reflect  a  judgment  about  their  value,  but  rather  a  decision  about  the  best  way 
to  use  program  funds  to  cover  those  costs  that  most  beneficiaries  find  difficult  to 
finance.  If  the  program's  benefit  package  were  to  be  expanded  to  include  preven- 
tive services  we  do  not  believe  a  disease-by-disease  approach  to  preventive  care 
would  be  appropriate.  We  oppose  program  liberalizations  at  the  present  time. 

Question  8.  What  problems  if  any,  do  you  see  in  S.  19-93  or  similar  proposals 
to  permit  certain  individual  aged  60-64  to  buy  into  Medicare? 

Answer.  S.  1993  requires  that  people  age  60-64  who  buy  into  Medicare  meet 
the  full  cost  of  their  coverage  beginning  with  the  second  year  of  the  availability 
of  this  option.  (For  the  first  year  of  coverage  an  individual  would  pay  the  cur- 
rent monthly  premium  for  people  65  and  over  who  purchase  coverage  under  the 
hospital  insurance  program  (part  A)  and  three  times  the  monthly  premium  for 
supplementary  medical  insurance  (part  B).  It  is  estimated  that  these  premiums 
would  be  $950  million  short  of  the  full  cost  of  coverage. 

Individuals  most  likely  to  enroll  are  those  who  are  unable  to  secure  less  ex- 
pensive private  health  insurance  because  they  represent  high  health  risks.  It 
is  estimated  that  the  first  year  full-cost  premium  would  be  $1,500  per  year  or 
$125  per  month.  (By  comparison,  the  current  monthly  premium  for  those  65  and 
over  is  $71.20).  Because  of  the  adverse  selection  aspects  of  the  option,  the 
premium  can  be  expected  to  escalate  in  subsequent  years.  This  would  un- 
doubtedly lead  to  pressure  to  provide  some  type  of  subsidy  by  freezing  the 
premium. 

At  the  present  time,  insurance  is  available  to  this  age  group  in  all  50  States. 
In  some  States,  there  are  restrictions  regarding  pre-existing  conditions  or  wait- 
ing period  before  the  insurance  takes  effect.  In  general,  the  premiums  for  the 
Blue  Cross-Blue  Shield  plans  are  lower  than  those  for  the  commercial  insurance 
companies.  The  rates  for  the  commercial  insurers  approach  the  $1,500  for  Medi- 
care coverage.  Since,  in  most  cases,  private  insurance  rates  are  lower  than  the 
rate  that  would  be  charged  for  Medicare,  there  appears  to  be  little  practical  ad- 
vantage to  the  buy-in  proposal. 

Senior  citizen  advocates  of  buy-in  for  this  age  group  anticipate  that  the 
premium  cost  would  be  the  same  as  the  cost  for  those  65  and  over.  However,  this 
is  not  the  approach  taken  in  S.  1993. 

Mr.  Rostenkowski.  I  want  to  welcome  to  the  Subcommittee  on 
Health  one  of  the  more  distinguished  members  of  the  Ways  and 
Means  Committee,  certainly  a  gentleman  whose  reputation  precedes 
him  for  beino-  one  of  the  more  astute,  in-depth,  hard-working  mem- 
bers, Mr.  Conable  of  New  York. 

STATEMENT  OP  HON.  BARBER  B.  CONABLE,  JR.,  A  REPRESENTATIVE 
IN  CONGRESS  PROM  THE  STATE  OP  NEW  YORK 

Mr.  Conable.  Don't  stop  there,  Mr.  Chairman. 

Mr.  Rostenkowski.  You  have  no  idea  how  pleased  we  are  for  your 
having  taken  the  time  out  of  your  busy  schedule  to  participate 
with  us. 
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Mr.  Conable.  It  only  adds  to  my  distinction  to  appear  before  such 
a  fine  group. 

I  am  not  going  to  present  my  statement  in  full  because  it  is  a 
fairly  long  statement. 

I  would  like  to  summarize  it.  I  am  not  here  to  add  any  remarkable 
overview  of  the  work  of  this  subcommittee  but  to  seek  one  modest 
change  in  a  section  of  title  XVIII  of  the  Social  Security  Act,  section 
1861 (o),  that  imposes  certain  restrictions  on  proprietary  home  health 
agencies,  but  not  on  the  so-called  private,  not-for-profit  agencies. 

These  restrictions  have  seriously  impeded  the  ability  of  many 
fine  proprietary  agencies  from  delivering  badly  needed  services  to 
medicare  beneficiaries. 

My  proposal  would  remove  restrictions  that  are  widely  regarded 
as  unrealistic  and  discriminatory,  and  would  provide  a  small,  but 
highly  significant,  first  step  toward  developing  a  more  effective  and 
adequate  system  for  the  delivery  of  long-term  care. 

The  problem  is  that  at  the  present  time  a  proprietary  home  health 
agency,  to  be  reimbursed  under  medicare,  even  if  it  meets  the  same 
standards  and  requirements  that  the  Secretary  determines  for  other 
health  agencies,  has  to  wait  for  each  State  legislature  individually 
to  address  the  specific  issue  of  licensure  for  the  agency. 

I  would  like  to  remind  you,  Mr.  Chairman,  that  you  recently  gave 
a  speech  in  which  you  pointed  out  that  the  not-for-profit  agencies, 
simply  by  virtue  of  their  incorporation  as  not-for-profit  agencies, 
did  not  automatically  arrive  at  a  very  high  level  of  quality  of  service; 
nor  was  that  proof  against  abuse. 

I  am  not  proposing  that  we  broaden  the  scope  of  medicare  cover- 
age, but  that  we  make  it  easier  for  for-profit  agencies  to  provide 
home  health  care  services,  provided  those  services  meet  the  standards 
required  by  medicare  generally. 

It  has  been  pointed  out  to  me  that  in  some  cases  for-profit  agen- 
cies are  able  to  provide  even  better  services  than  the  not-for-profit 
agencies,  and  yet  they  are  unable  fo  get  medicare  reimbursement 
because  of  the  complexity  of  the  licensure  requirement  that  the  State 
has  to  go  through  before  they  can  be  reimbursed. 

It  is  too  bad  if  we  are  denying  these  services  to  medicare  bene- 
ficiaries for  a  technical  reason  of  this  sort. 

I  don't  know  why  we  are  doing  it.  It  seems  to  me  that  there  is  a 
certain  bias  against  for-profit  agencies  expressed  in  our  law  and  fre- 
quently in  the  regulations  coming  out  of  HEW. 

If  for-profit  agencies  can  provide  the  same  quality  service,  I  don't 
think  they  should  be  discriminated  against  simply  because  they  are 
for-profit  agencies. 

So,  the  purpose  of  my  legislation  simply  would  be  to  eliminate 
some  of  the  technicalities  which  leave  the  for-profit  agencies  unable 
to  participate  and  be  reimbursed  for  furnishing  such  services. 

Clearly,  we  want  to  find  ways  of  extending  additional  service  to 
people  who  prefer  to  have  their  medical  service  rendered  to  them 
at  home  rather  than  after  they  are  institutionalized.  To  do  so  will 
cut  the  costs  of  medicare. 

I  have  had  a  continuing  interest  in  long-term  care  of  various  sorts 
including  that  to  be  provided  through  the  home  health  agencies  and 
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it  seems  to  me  that  this  step,  if  we  address  it  promptly,  would  be  one 
that  would  help  in  this  long-term  goal. 

I  will  submit  my  statement  in  full  for  the  record.  It  is  a  very 
extensive  statement  reviewing  the  law,  reviewing  the  difficulties  that 
for-profit  agencies  have  in  furnishing  home  health  care. 

In  many  States  they  simply  can't  do  it  at  all  because  of  the  failure 
of  the  licensure  requirements,  and  I  will  stand  on  the  statement  as 
it  is  prepared. 

Mr.  Rostenkowski.  Thank  you,  Mr.  Conable. 

Your  statement  will  certainly  be  included  in  the  record  in  its 
entirety. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  Barber  B.  Conable,  Jr.,  a  Representative  in  Congress 
From  the  State  of  New  York 

Mr.  Chairman,  it  certainly  is  a  pleasure  for  me  to  be  here  today,  to  inform 
my  colleagues  on  this  subcommittee  about  an  anomaly  in  the  medicare  law 
that  I  believe  deserves  our  immediate  attention. 

I'm  referring  to  the  section  of  title  XVIII  of  the  Social  Security  Act,  Section 
1861  (o),  that  imposes  certain  restrictions  on  proprietary  home  health  agen- 
cies, but  not  on  the  so-called  "private,  not-for-profit"  agencies.  These  restric- 
tions have  seriously  impeded  the  ability  of  many  fine  proprietary  agencies 
from  delivering  badly  needed  services  to  medicare  beneficiaries. 

The  reforms  I  am  proposing  are  the  subject  of  a  bill  I  recently  intro- 
duced, H.R.  12788.  Essentially,  the  proposal  simply  would  allow  a  proprietary 
home  health  agency  to  be  reimbursed  under  medicare  when  it  meets  the 
same  standards  and  requirements  as  the  Secretary  determines  for  other  home 
health  agencies,  and  without  waiting  for  each  state  legislature  individually  to 
address  the  specific  issue  of  licensure  for  proprietary  home  health  agencies. 

I  believe  my  proposal,  by  removing  restrictions  that  are  widely  regarded 
as  unrealistic  and  discriminatory,  would  provide  a  small,  but  highly  significant, 
first  step  toward  developing  a  more  effective  and  adequate  system  for  the 
delivery  of  long-term  care. 

It  is,  of  course,  true  that  the  many  complex  issues  that  we  face  in  the 
area  of  health  care  delivery  are  not  easily  resolved.  One  of  the  most 
important  of  these  issues  concerns  the  question  of  how  our  country  will  pro- 
vide for  our  chronically  ill,  disabled,  and  elderly  citizens  who  must  receive 
certain  services  but  do  not  require,  or  desire,  to  be  institutionalized. 

This  question  is  of  particular  importance  to  the  Federal  Government, 
where  program  costs  for  medicare  and  medicaid  for  care  in  acute  care 
hospitals,  nursing  homes,  and  other  types  of  institutions  have  skyrocketed  in 
recent  years.  Yet,  medicare  and  medicaid  home  health  expenditures  currently 
amount  to  only  about  one  percent  of  program  funds.  In  fiscal  year  1975,  for 
example,  home  health  expenditures  under  titles  XVIII  and  XIX  approached 
$255  million. 

It  is  significant  that  many  studies  have  documented  the  cost  savings  that 
can  accrue  from  substituting  home  care  for  institutional  care.  For  example, 
the  General  Accounting  Office  reported  in  1975  that  of  20  studies  dealing  with 
the  cost  of  home  health  care,  19  presented  data  which  supported  the  proposi- 
tion that  home  health  care  can  be  less  expensive  under  some  circumstances 
than  institutional  care.  More  recently,  a  comprehensive  GAO  report  released 
December  30,  1977,  revealed  that  the  cost  of  nursing  care  for  more  than 
80  percent  of  our  population  over  65  years  of  age  would  be  greater  than  the 
cost  of  home  services,  including  the  large  portion  provided  by  family  and 
friends.  Furthermore,  as  the  Congressional  Budget  Office  has  reported,  there 
is  evidence  that  20-40  percent  of  the  nursing  home  population  could  be  cared 
for  at  less  intensive  levels  if  only  adequate  community-based  care  were 
available. 

The  program  of  long-term  care  in  this  country  clearly  has  not  been  adequate. 
Since,  as  the  Census  Bureau  estimates,  the  percentage  of  people  over  65  in 
the  population  will  grow  to  17  percent  over  the  next  20-50  years,  it  is  be- 
coming increasingly  vital  to  act  now  to  expand  the  availability  of  noninstitu- 
tional  services. 
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Unfortunately,  the  present  medicare  and  medicaid  laws  do  not  seem  suf- 
ficient to  deal  with  this  situation.  As  the  House  Aging  Committee  reported  in 
1976,  dependence  on  the  medical  (acute  care)  model  as  the  premise  for  entry 
into  and  exit  from  the  health  care  reimbursement  program  contributes  to  the 
neglect  of  the  sizable  elderly  population  whose  care  requirements  do  not 
conform  to  the  artificial  structure  of  the  government  reimbursement  programs. 

Mr.  Chairman,  as  my  colleagues  on  this  subcommittee  are  undoubtedly 
aware,  I  have  been  concerned  with  this  problem  of  long-term  care  delivery 
for  many  years.  A  bill  which  I  previously  introduced,  H.R.  2029,  would  in  fact 
revise  the  system  in  a  comprehensive  manner  through  provision  of  a  con- 
tinuum of  appropriate  services  under  medicare,  including  home  health  care. 

The  proposal  I  am  suggesting  for  inclusion  in  my  legislation  which  this 
subcommittee  may  now  consider,  with  regard  to  improvements  in  the  medicare 
program,  is  far  more  modest.  Eliminating  the  flagrant  inequity  in  section 
1861(0)  of  the  medicare  law,  which  excludes  proprietary  home  health  agencies 
from  participating  in  medicare  unless  they  are  licensed  to  do  so  under  State 
law,  and  which  otherwise  imposes  additional  requirements  on  such  agencies, 
would  help  assure  millions  of  medicare  beneficiaries  better  access  to  needed 
home  health  services.  In  addition,  it  would  remove  a  significant  barrier  to 
competition  in  the  health  marketplace,  and  thereby  respond  in  part  to  Secre- 
tary of  Health,  Education,  and  Welfare  Califano's  lament  that  this  country's 
health  industry  has  become  a  "vast,  sprawling,  complex,  highly  expensive, 
and  virtually  noncompetitive  industry". 

Mr.  Chairman,  I  am  well  aware  of  numerous  problems  that  exist  for  the 
Federal  Government  in  reimbursing  home  health  care.  As  we  both  are  aware, 
the  Subcommittees  of  Health  and  Oversight  of  the  Ways  and  Means  Commit- 
tee have  held  extensive  hearings  that  focused  on  problems  in  this  area,  in- 
cluding fraud  and  abuse;  the  entry  of  home  health  agencies  that  serve  only 
medicare  beneficiaries;  overpayments  to  home  health  agencies  that  subse- 
quently proved  uncollectible;  and  others. 

Hopefully,  such  issues  will  be  taken  up  and  resolved  in  the  very  near 
future.  In  fact,  the  Medicare-Medicaid  Antifraud  and  Abuse  Amendments  of 
1977  (Public  Law  95-142)  calls  for  a  study  that  would  delve  into  these  and 
other  areas,  and  make  recommendations  to  the  Congress  relating  to  appropri- 
ate standards,  and  all  aspects  (including  the  availability,  administration, 
provision,  reimbursement  under  medicare,  medicaid,  and  the  title  XX  social 
services  program. 

The  crucial  point,  however,  is  that  there  has  been  no  conclusive  evidence  to 
support  the  proposition  that  proprietary  home  health  agencies  are  any 
less  efficient,  or  more  prone  to  abuse  or  defraud  the  Government,  than  the 
so-called  "nonprofit"  organizations  that  are  not  subject  to  exclusionary 
language  of  section  1861  (o).  Indeed,  the  testimony  of  numerous  witnesses  re- 
veals that  many  "nonprofits"  have  billed  the  programs  for  excessive  salaries 
or  salaries  for  family  and  friends,  the  use  of  expensive  cars,  or  questionable 
trips.  The  only  difference  is  that  these  improper  expenditures  are  not  said  to 
constitute  "profits."  On  the  other  hand,  a  great  deal  of  testimony  and  data 
indicate  that  proprietary  agencies  have  performed,  and  can  perform,  in  a  most 
high-level  and  capable  manner. 

Moreover,  to  require  proprietary  home  health  agencies  to  seek  licensure  in 
all  States  simply  creates  the  anomalous  situation  where  medicare  is  paying 
for  services  of  such  agencies  in  some  States,  but  not  others.  The  same  agency, 
in  fact,  may  operate  in  many  States  and  be  reimbursed  for  services  provided 
to  medicare  beneficiaries  in  some  States,  but  not  others,  even  though  those 
services  are  of  equal  quality  and  conform  to  all  legal  requirements. 

It  is  clear  that,  when  medicare  standards  were  enacted  into  law,  Congress 
anticipated  that  the  States  would  enact  home  health  licensure  laws  as  the 
need  arose.  However,  thus  far  only  about  40  percent  of  the  States  have  so 
acted.  The  net  result  is  that,  in  the  other  60  percent  of  the  States,  millions 
of  citizens  are  not  able  to  obtain  needed  services  or  payment  for  such  serv- 
ices. Or,  as  frequently  happens,  home  health  agencies  will  simply  label  them- 
selves as  "private,  not-for-profit",  thereby  often  limiting  their  flexibility  for 
obtaining  needed  capital  or  other  types  of  support,  without  any  additional 
benefits  for  either  the  patient  or  the  payor.  It  is  precisely  this  unproductive 
situation  that  my  proposed  legislaion  will  eliminate. 

Finally,  Mr.  Chairman,  let  me  emphasize  that  this  bill  would  in  no  way 
expand  the  scope  of  coverage  under  medicare.  The  present  requirements 
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that  apply  concerning  such  matters  as  eligibility,  the  kinds  of  services  that 
are  covered,  and  the  need  for  physician  supervision,  will  not  be  changed.  In 
addition,  as  far  as  I  am  aware,  there  is  no  anticipated  increase  in  cost  to  the 
Federal  Government  if  this  bill  is  enacted.  All  that  the  measure  would  do  is 
eliminate  an  arbitrary,  unnecessary,  and  unfortunate  distinction  in  the 
present  law  between  "proprietary"  and  "nonprofit"  home  health  agencies — 
a  distinction  that  I  submit  is  detrimental  to  the  medicare  program  and  its 
beneficiaries. 

I,  therefore,  hope  this  proposal,  H.R.  12788,  will  be  considered  by  this 
subcommittee,  and  by  the  full  Ways  and  Means  Committee  this  year,  in 
conjunction  with  other  important  matters  that  are  the  subject  of  this 
hearing.  Moreover,  I  would  strongly  urge  all  of  my  colleagues  to  give  care- 
ful thought,  attention,  and  support  to  this  measure,  because  its  enactment 
could  provide  substantial  benefits  for  our  elderly  citizens,  who  are  chronically 
ill  or  disabled  but  who  prefer  to  live  and  be  cared  for  in  their  own  homes 
rather  than  institutions,  at  virtually  no  additional  cost  to  the  programs. 

Mr.  Eostenkowski.  Are  there  any  questions  ? 
Mr.  Duncan? 

Mr.  Duncan.  No,  other  than  to  thank  my  leader;  I  appreciate 
your  proposal.  Thank  you. 

Mr.  Eostenkowski.  Mr.  Burleson? 

Mr.  Burleson.  Mr.  Chairman,  I  would  just  like  to  mention  to  our 
distinguished  associate  in  this  committee  that  perhaps  we  should 
give  some  thought  to  gearing  up  in  response  to  what  is  going  to 
happen  in  the  aftermath  of  proposition  13  in  California,  that  every 
State  will  probably  come  in  now  with  a  demand  that  the  Federal 
Government  pay  all  the  cost  of  all  health  care. 

Mr.  Con  able.  Well,  that  is  a  cheerful  thought.  [Laughter.] 

I  would  say  to  the  gentleman  from  Texas  that  the  one  thing  we 
should  want  to  encourage  is  competition  in  the  medical  delivery 
service;  competition  is  a  self -regulating  force. 

Competition  also  will  keep  costs  down  to  a  substantial  extent, 
and  it  seems  to  me  that — I  certainly  have  nothing  against  the  not- 
for-profit  agencies  in  the  medical  field,  but  if  it  will  improve  their 
services  to  have  greater  competition  from,  say,  the  profitmaking 
side  of  the  sector,  that  certainly  is  in  the  interests  of  medicare 
recipients. 

I  don't  think  we  ought  to  have  any  bias  in  favor  or  against  the 
types  of  agencies  that  provide  these  services. 

I  find  it  difficult  to  justify  our  making  it  so  difficult  for  profit- 
making  agencies  to  get  into  the  home  health  care  area  as  we  have  in 
the  law  as  presently  drawn. 

My  proposal  would  simply  change  that. 

Mr.  Burleson.  Thank  you. 

Mr.  Conable.  Thank  you,  Mr.  Chairman,  very  much. 
Mr.  Eostenkowski.  Thank  you  very  much,  Mr.  Conable. 
Congressman  Gephardt? 

STATEMENT  OF  HON.  RICHARD  A.  GEPHARDT,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  Eostenkowski.  We  welcome  our  colleague,  Mr.  Gephardt,  to  our 
subcommittee  and  express  to  him  our  gratitude  for  taking  the  time  to 
present  his  views. 

Mr.  Gephardt.  Thank  you,  Mr.  Chairman,  and  members  of  the 
subcommittee. 
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I  appreciate  very  much  the  opportunity  to  be  here  this  morning 
and  share  with  you  some  views  generally  and  on  a  specific  matter. 

I  would  ask  that  my  written  testimony  be  made  a  part  of  the 
record  and  that  will  allow  me  to  make  a  short  oral  statement. 

Mr.  Eostenkowski.  It  will  be  done. 

Mr.  Gephardt.  In  the  first  few  pages  of  the  testimony,  I  con- 
gratulate the  subcommittee  for  working  on  the  medicare  program, 
and  doing  oversight  which  I  think  is  a  very  important  task. 

In  a  recent  hearing  before  the  Select  Committee  on  Population, 
on  which  I  serve,  Mr.  Derzon,  who  I  know  was  just  here,  made  a 
plea  for  rethinking  the  philosophy  of  the  medicare  program  and  I 
am  sure  that  this  subcommittee  will  be  dealing  with  that  issue  in  the 
next  few  months. 

I  would  like  to  skip  to  the  specific  matter  which  comes  in  my  testi- 
mony at  the  bottom  of  page  4  and  over  to  page  5. 

This  has  to  do  with  a  recent  change  in  medicare  administration, 
which  affects  as  many  as  10  hospital  chains  across  the  country,  in- 
cluding the  Sisters  of  Mercy  in  my  area. 

The  issue  involves  retroactive  denial  of  reimbursement  of  moneys 
based  on  the  new  rules  with  respect  to  unemployment  compensation 
insurance  costs. 

The  Sisters  of  Mercy  operate  eight  hospitals  in  Missouri,  Arkan- 
sas, Louisiana,  and  Texas  as  a  nonprofit  chain  or  related  organization. 

As  you  well  know  from  your  work  on  hospital  cost  containment 
legislation,  one  of  the  biggest  costs  in  hospitals  is  labor.  Thus,  there 
is  also  a  great  need  to  protect  the  hospital  from  unemployment 
compensation  insurance  claims. 

In  1972,  HEW  promulgated  a  new  section  in  its  Provider  Reim- 
bursement Manual  for  the  medicare  program  to  provide  instructions 
on  the  treatment  of  expenses  incurred  by  a  provider  in  order  to 
achieve  compliance  with  Public  Law  91-373,  dealing  with  Federal- 
State  unemployment  compensation  insurance  coverage  for  certain 
employees  of  nonprofit  organizations  and  State  hospitals. 

Under  section  2122.5.d,  a  nonprofit  provider  could  choose  to  set  up 
a  joint  self-insurance  program  with  other  such  providers,  and  pay- 
ments made  by  the  providers  to  the  unemployment  reserve  account 
were  includable  as  allowable  costs  for  purposes  of  medicare 
reimbursement. 

The  various  hospitals  within  the  Sisters'  chain  set  up  a  joint  self- 
insurance  program.  Had  they  not  set  up  a  joint  program,  only  actual 
unemployment  claims  paid  out  would  have  been  reimbursed  under 
medicare.  But  in  reliance  on  this  section,  the  Sisters  began  making- 
payments  to  the  reserve  and  received  reimbursements  therefor  from 
medicare. 

By  letter  dated  January  20,  1975,  the  Sisters'  Federal  medicare 
intermediary  in  St.  Louis,  Blue  Cross  Hospital  Services,  Inc.  of 
Missouri,  approved  this  procedure,  stating: 

Payments  by  hospitals  to  the  reserve  will  be  allowable  cost  to  the  hospitals. 
We  have  determined  that  contributions  to  this  fund  are  reasonably  related 
to  actual  losses  incurred  and  that  they  serve  a  proper  business  function. 
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To  make  a  long  story  short,  but  no  less  harsh,  HEW  "clarified" 
their  regulations  with  respect  to  self -insurance  programs  in  October 
1976. 

Where  a  nonprofit  chain  organization  (or  related  organization)  centrally 
operates  an  unemployment  insurance  fund  for  some  or  all  of  its  member  (re- 
lated) providers,  the  fund  is  considered  a  self-insurance  program  and  pay- 
ments made  to  it  by  the  participating  providers  are  not  allowable  costs 
under  the  medicare  program. 

If  the  hospitals  were  not  related,  the  contributions  to  an  unrelated 
unemployment  insurance  fund,  even  a  private  fund,  would  be 
deductible. 

So,  this  has  resulted  in  a  retroactive  adjustment  for  the  fiscal 
years  ending  June  30,  1973,  through  1976,  of  $1,041,217. 

I  have  set  out  in  my  statement  on  pages  7,  8,  and  9  what  I  think 
are  further  errors  in  the  administration  of  the  program  and 
I  strongly  endorse  a  suggested  revision  to  2122.5,  which  would  not 
only  remove  the  language  in  paragraph  C  precluding  equal  recog- 
nition of  joint  unemployment  compensation  programs  established 
by  nonprofit  chain  organizations,  but  also  expand  the  provisions  of 
paragraph  D  to  recognize  any  joint  unemployment  compensation 
program  providing  its  cost  effectiveness  can  be  adequately  demon- 
strated. 

Further  revisions  aimed  at  guaranteeing  the  ready  availability  of 
moneys  held  by  such  programs  would  seem  to  be  reasonable  and 
prudent  given  the  amounts  involved  and  the  long  pay-out  period. 

If  the  alternative  is  to  pay  the  tax  into  the  State  or  to  insure  them- 
selves on  an  institution-by-institution  basis,  both  of  which  are  not 
cost  effective,  the  hospital  chains  here  involved  could  save  money  not 
only  for  themselves  but  for  medicare  by  doing  what  they  tried  to 
do  by  changing  their  view  on  this  kind  of  an  unemployment  insur- 
ance arrangement. 

In  effect,  medicare  is  going  to  cost  itself  more  money.  So,  I  would 
urge  the  subcommittee  as  they  look  to  changes  in  the  law  to  review 
this  particular  section. 

I  very  much  appreciate  the  opportunity  to  be  here  this  morning. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  Richard  A.  Gephardt,  a  Representative  in  Congress 
From  the  State  of  Missouri 

Mr.  Chairman,  my  dear  colleagues  of  the  Subcommittee,  it  is  a  pleasure 
for  me  to  be  here  today  to  discuss  the  Medicare  program. 

At  the  outset,  I  would  like  to  commend  you  for  taking  advantage  of  the 
available  time,  while  the  full  Committee  deliberates  informally  on  the  Presi- 
dent's 1978  Tax  Program,  to  consider  making  improvements  in  the  Medicare 
program,  both  substantively  and  administratively.  I  would  like  to  address  two 
issues  along  these  lines,  but  first  let  me  state  that  this  hearing  is  the  type  of 
oversight  function  which  all  Committees  of  the  Congress  should  do  more  often 
with  respect  to  programs  under  their  jurisdiction.  Our  own  Subcommittee  on 
Oversight  will  be  conducting  hearings  next  month  on  the  role  of  home 
health  agencies  under  Medicare  Part  B.  In  my  opinion,  oversight  allows  every 
elected  oflBcial  and  public  servant  the  opportunity  to  assess  the  size  and 
role  of  government  and  how  well  we  are  performing  those  functions  for  the 
citizens  and  taxpayers  back  home.  Thus,  you  are  engaging  in  a  timely  and 
necessary  function. 

On  a  substantive  basis,  I  would  first  like  to  report  to  you  on  some  recent 
hearings  conducted  by  the  Select  Committee  on  Population,  of  which  I  am 
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a  member.  These  past  two  months,  we  have  been  assessing  the  possible  im- 
pact of  demographic  factors  in  the  future  on  Federal  programs,  including 
Social  Security  and  Medicare.  On  Thursday,  June  1,  we  heard  from  Mr. 
Robert  A.  Derzon,  Administrator  of  the  Health  Care  Financing  Administration, 
and  he  had  some  provocative  thoughts  that  I  felt  might  sustain  you  as  you 
begin  this  hearing  on  Medicare. 

The  Health  Care  Financing  Administration,  which  was  formed  last  year 
to  administer  Medicare  and  Medicaid,  shares  the  concern  that  the  Federal 
government  must  rethink  present  and  future  health  care  policies  and  health 
care  financing  policies  which  do  not  take  into  account  demographic  changes. 
When  these  programs  were  begun  in  1966,  it  was  recognized  by  Congress  that 
the  aged  and  the  poor  did  not  have  adequate  financial  protection  for  the 
high  costs  of  health  care.  Hospital  expenses  for  the  aged,  as  many  of  you 
know,  are  roughly  three  times  the  expenses  of  the  non-aged  group.  That  ratio 
existed  in  1966  and  it  exists  today.  With  three-quarters  of  our  population 
now  reaching  age  65  and,  with  men  living  another  fourteen  years  and  women 
another  eighteen  years,  there  are  very  obvious  reasons  why  Medicare  was 
enacted.  In  1900,  4  percent  of  the  population  was  65  and  over;  in  the  year 
2030,  we  will  have  18  percent  of  a  larger  population,  roughly  55  million  people, 
among  the  aged  category.  Let  us  hope  that  the  coming  senior  boom  in  the 
year  2000  will  not  spell  doom  for  Medicare  and  Medicaid. 

As  my  fellow  Committee  members  already  know,  I  am  also  concerned  about 
the  philosophy  of  Medicare.  Our  need  to  rethink  this  philosophy  is  particu- 
larly important  because  medical  costs  for  the  aged  have  risen  from  $3  billion 
under  Part  A  Medicare  in  1967  to  $18  billion  in  1979.  Of  this  increase,  $1 
billion  was  due  to  increased  enrollment  (500,000  people  annually),  while 
most  of  the  remainder  was  due  to  increased  costs  per  person  served,  i.e.,  im- 
proved service  and  inflation.  Due  to  more  frequent  and  longer  hospitaliza- 
tion stays,  average  per  capita  Medicare  expenses  rise  with  age  from  $712  for 
those  65  to  69,  to  $989  for  those  75  to  79,  and  $1232  for  those  85  and  over. 
Thus,  the  Administration's  and  this  Subcommittee's  concern  over  the  philoso- 
phy of  Medicare  and  for  containing  hospital  costs  has  great  significance. 

According  to  Mr.  Derzon,  it  is  time  to  rethink  Medicare.  This  program 
is  10  years  old.  There  are  questions  to  be  answered  about  the  worthiness 
of  many  requirements;  about  whether  or  not  there  are  preventive  services 
that  could  be  covered  under  the  Medicare  program  through  changes  in  legisla- 
tion; and  about  the  unevenness  and  the  inequities  in  the  Medicaid  program 
between  states.  And,  as  the  miracles  of  modern  medicine  and  technology 
put  into  question  whether  our  country  is  rich  enough  to  afford  their  benefits, 
we  assume  a  very  real  responsibility  in  government,  as  well  as  in  all  parts  of 
society,  to  figure  out  how  to  introduce  technology  in  a  reasonable  and  truly 
beneficial  manner  to  all  Americans.  But  unless  we  get  more  effective  con- 
sumerism in  health  care,  and  many  other  things  to  contain  health  care 
costs,  our  successors  are  going  to  be  in  a  terrible  predicament,  because  they 
will  be  faced  with  a  mammoth  increase  in  population,  business  as  usual,  and 
no  taxable  base  on  which  to  deploy  these  benefits.  The  question  for  them 
could  become,  how  do  we  ration  health  care? 

With  respect  to  the  subject  of  hospital  cost  containment  and  the  legisla- 
tion you  have  been  considering  over  the  past  several  months,  I  would  recom- 
mend to  you  Mr.  Derzon's  complete  statement  before  the  Select  Committee  on 
Population  and  his  report  on  alternatives  to  the  way  Medicare  reimburses  as 
a  way  to  affect  the  decision-making  process  employed  by  patients,  physicians, 
hospital  administrators,  and  insurance  companies  that  affects  these  cost- 
prospective  reimbursement,  health  maintenance  organizations,  other  capita- 
tion programs  for  business  and  individuals,  a  prudent  buyer  approach  to 
health  care,  innovative  Medicaid  services  in  the  states,  as  well  as  HSA's, 
PSRO's  and  jawboning. 

I  agree  with  much  of  what  Mr.  Derzon  says,  substantively,  and  he  appears 
to  be  an  able  administrator.  There  is  one  administrative  issue  in  the  area 
of  hospital  costs  under  Medicare  with  which  I  disagree  strongly  to  the  point 
where  I  will  recommend  a  legislative  solution  later  in  my  statement.  It 
affects  perhaps  as  many  as  10  hospital  chains  across  the  country  and  the  St. 
Louis  Province  of  the  Sisters  of  Mercy  in  my  area.  The  issue  involves  retro- 
active denial  of  reimbursement  of  monies  based  on  new  rules  with  respect  to 
unemployment  compensation  insurance  costs. 
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The  Sisters  of  Mercy  operate  eight  hospitals  in  Missouri.  Arkansas, 
Louisiana  and  Texas  as  a  non-profit  chain  or  related  organization.  x\s  you 
well  know  from  your  work  on  hospital  cost  containment  legislation,  one  of 
the  biggest  costs  in  hospitals  is  labor.  Thus,  there  is  also  a  great  need  to 
protect  the  hospital  from  unemployment  insurance  claims. 

In  1972,  HEW  promulgated  a  new  section  in  its  Provider  Reimbursement 
Manual  for  the  Medicare  progam  to  provide  instructions  on  the  treatment  of 
expenses  incurred  by  a  provider  in  order  to  achieve  compliance  with  Public 
Law  91-373  dealing  with  Federal-State  unemployment  compensation  insurance 
coverage  for  certain  employees  of  non-profit  organizations  and  State  hospitals. 
Under  Section  2122.5. C.2,  a  non-profit  provider  could  choose  to  set  up  a 
joint  self-insurance  program  with  other  such  providers,  and  payments  made 
by  the  providers  to  the  unemployment  reserve  account  were  includable  as 
allowable  costs  for  purposes  of  Medicare  reimbursement.  (See  Exhibit  1). 

The  various  hospitals  within  the  Sisters'  chain  set  up  a  joint  self-insurance 
program.  Had  they  not  set  up  a  joint  program,  only  actual  unemployment 
claims  paid  out  would  have  been  reimbursed  under  Medicare.  But  in  reliance 
on  this  section,  the  Sisters  began  making  payments  to  the  reserve  and  received 
reimbursements  therefor  from  Medicare. 

By  letter  dated  January  20,  1975,  the  Sisters'  Federal  Medicare  interme- 
diary, Blue  Cross  Hospital  Services,  Inc.  of  Missouri,  approved  this  pro- 
cedure, stating: 

"Payments  by  hospitals  to  the  reserve  will  be  allowable  cost  to  the  hospitals. 
We  have  determined  that  contributions  to  this  fund  are  reasonable  related  to 
actual  losses  incurred  and  that  they  serve  a  proper  business  function." 
(See  Exhibit  2). 

To  make  a  long  story  short,  but  no  less  harsh,  HEW  "clarified"  their  regula- 
tions with  respect  to  self-insurance  programs  in  October,  1976.  The  new  regula- 
tion, Section  2122.5.C  (HIM-15-1),  now  provides  that  "where  a  nonprofit 
chain  organization  (or  related  organization)  centrally  operates  an  unemploy- 
ment insurance  fund  for  some  or  all  of  its  member  (related)  providers,  the 
fund  is  considered  a  self-insurance  program  and  payments  made  to  it  by  the 
participating  providers  are  not  allowable  costs  under  the  Medicare  program." 
(See  Exhibit  3).  This  has  resulted  in  a  retroactive  adjustment  to  the  fiscal 
year  ending  June  30,  1973  through  FYE  June  30,  1976,  of  $1,041,217. 

When  I  first  learned  of  this  situation,  I  was  appalled  for  it  sounded  so 
much  like  our  recent  problems  with  the  Internal  Revenue  Service  and  its 
attempt  to  treat  long  established  practices  as  "income",  with  retrospective  as- 
sessments of  tax  liability  in  huge  amounts.  In  the  process  of  trying  to  resolve 
this  situation  administratively,  I  have  also  been  made  aware  of  other  short- 
comings in  our  medicare  regulations,  to-wit: 

1.  All  liability  for  excess  cost  reimbursements  falls  on  the  provider,  de- 
spite the  fact  that  in  this  instance,  the  intermediary  advised,  approved,  and 
processed  the  Sisters'  claims. 

2.  Protection  from  retroactive  adjustments  that  presumably  are  offered  by 
statutes  of  limitation  are  meaningless  when  the  intermediary  in  question,  as 
in  this  case,  has  not  completed  the  periodic  audits  required  by  Medicare  law 
for  the  applicable  years.  The  fiscal  years  involved  here  remain  open  as  of 
this  date. 

3.  Medicare  on  the  Health  Care  Financing  Administration  is  allowed  no 
discretion  in  resolving  situations  like  this.  We  proposed  establishing  an 
irrevocable  trust  arrangement  to  manage  the  reserve  account,  but  were  told 
that  this  is  only  possible  for  malpractice  and  comprehensive  general  liability 
coverage  in  conjunction  with  malpractice  coverage. 

Getting  back  to  the  central  issue,  I  wish  to  strongly  endorse  a  suggested 
revision  to  Section  2122.5  of  HIM-15  which  would  not  only  remove  the  language 
in  paragraph  C  precluding  equal  recognition  of  joint  unemployment  compensa- 
tion programs  established  by  non-profit  chain  organizations,  but  also  which 
would  expand  the  provisions  of  paragraph  D  to  recognize  any  joint  unemploy- 
ment compensation  program  providing  its  cost  effectiveness  can  be  adequately 
demonstrated.  Further  revisions  aimed  at  guaranteeing  the  ready  availability  of 
monies  held  by  such  programs  would  seem  to  be  reasonable  and  prudent 
given  the  amounts  involved  and  the  long  pay-out  period. 

Users  of  the  hospital's  services  since  1972  have  realized  significant  finan- 
cial benefits  by  reason  of  the  existence  of  the  Sisters'  joint  unemployment 
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compensation  program.  It  seems  inconceivable  that  more  costly  approaches 
would  be  acceptable  while  less  expensive  ones  would  not,  but  that  is  exactly 
what  HCFA  has  proposed.  My  suggested  modifications  should  be  in  order  as 
they  would  stress  cost  effectivenes  and  propriety  by  making  the  substance  of 
the  activity  the  basis  for  its  review. 

In  short,  I  am  asking  the  Health  Subcommittee  to  contain  a  promulgated 
change  in  the  Medicare  program  by  HCFA  which  itself  is  supposed  to  be 
containing  health  care  costs.  Retroactive  adjustments  like  these  are  not  the 
way  to  contain  hospital  costs  or  restore  the  fiscal  soundness  of  the  Hospital 
Insurance  Trust  Fund.  When  we  change  the  rules  of  the  game  in  midstream, 
government  as  a  whole  loses  one  more  step  in  gaining  the  respect  of  the 
citizens  we  serve  and  the  institutions  we  regulate. 

Mr.  Don  Dreher,  Executive  Director  of  the  Sisters  of  Mercy,  is  present  in 
the  Committee  room  with  me  today  should  you  have  any  questions  and,  of 
course,  I  would  be  most  happy  to  discuss  this  situation  with  you  further. 

Exhibit  1 

Provider  Reimbursement  Manual  Revision. 

U.S.  Department  of 
Health,  Education,  and  Welfare, 

Social  Security  Administration. 

Washington,  D.C.,  January  1973. 
New  Material — Table  of  contents  chapter  21,  Sec.  2122.4-2126.1;  page  No. 
21-1-21-2.3  (5  pp.)  21-15.2-21-15.4  (3  pp.)  ;  replaced  pages  21-1-21-2  (2  pp.) 
21-15.2-21-15.3  (2  pp.). 

Section  2122.5,  Unemployment  Compensation  Insurance  Costs. — This  is  a 
new  section  which  provides  instruction  on  the  treatment  of  expenses  incurred 
by  a  provider  in  order  to  achieve  compliance  with  PL  91-373.  dealing  with 
Federal-State  unemployment  compensation  insurance  coverage  for  certain  em- 
ployees of  nonprofit  organizations  and  State  hospitals.  Such  coverage  was 
effective  January  1,  1972,  or  July  1,  1972,  for  certain  States  whose  legislatures 
did  not  meet  in  1971  to  amend  timely  the  State  constitution. 
Sincerely, 

Thomas  M.  Tierney, 

Director, 
Bureau  of  Health  Insurance. 

Attachment. 

Costs  Related  to  Patient  Care 

2122.4  Franchise  Taxes. — A  franchise  tax  is  a  periodic  assessment  levied 
by  a  State  or  local  taxing  authority  on  the  operation  of  a  business  within  the 
borders  of  that  governmental  entity.  The  basis  used  to  compute  the  amount  of 
the  franchise  tax  varies  among  taxing  authorities.  Where  the  amount  of  the 
franchise  tax  is  based  upon  the  net  income  of  the  provider,  with  a  minimum 
amount  stated,  the  following  criteria  will  be  used  to  determine  whether  and 
in  what  amount  a  franchise  tax  is  an  allowable  cost: 

A.  Where  a  provider  has  no  net  income  but  is  required  to  pay  a  minimum 
franchise  tax,  the  franchise  tax  is  an  allowable  cost. 

B.  Where  a  provider  realized  net  income  which  is  not  sufficient  to  incur 
a  tax  in  excess  of  the  minimum  tax  and  the  minimum  tax  is  levied,  then 
only  the  difference  between  the  minimum  franchise  tax  and  the  tax  computed 
on  net  income  is  an  allowable  cost.  For  example,  if  the  minimum  tax  is  $500 
and  the  tax  computed  on  net  income  is  $400,  then  the  $400  is  an  income  tax 
and  only  the  excess  ($500 -$400)  or  $100  is  an  allowable  cost. 

C.  Where  a  provider  has  net  income  sufficient  to  incur  a  tax  greater  than 
the  minimum  franchise  tax,  the  entire  tax  is  considered  an  income  tax  and  no 
part  of  the  tax  is  an  allowable  cost.  For  example,  if  the  minimum  tax  is 
$500  and  the  tax  computed  on  income  is  $600,  then  the  entire  $600  is  a  non- 
allowaole  cost. 

D.  Where  the  amount  of  the  franchise  tax  is  based  upon  several  criteria, 
one  of  which  is  net  income,  the  amount  of  the  franchise  tax  computed  on  net 
income  is  not  an  allowable  cost.  For  example,  if  the  minimum  tax  is  $500,  the 
tax  computed  on  net  income  is  $400,  and  the  tax  levy  on  capital  stock  is 
$600,  then  $400  remains  an  income  tax  and  only  the  excess  ($600 -$400)  or 
$200  is  an  allowable  cost. 
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2122.5  Unemployment  Compensation  Insurance  Costs. —  A.  General. — Under 
PL  91-373,  most  nonprofit  providers  and  State  hospitals  are  required  to  cover 
certain  employees  under  their  respective  State  unemployment  compensation 
laws. 

This  Federal  law  also  provides  that  each  nonprofit  provider  must  be  per- 
mitted by  State  law  the  option  of  (1)  paying  regular  State  unemployment 
compensation  taxes,  or  (2)  reimbursing  the  State  direct,  on  a  dollar-for- 
doilar  basis,  for  unemployment  compensation  benefits  paid  to  former  em- 
ployees attributable  to  service  with  the  provider — a  form  of  self-insurance. 
Those  providers  which  elect  to  pay  benefits  direct  by  self-insuring  must  also 
be  allowed  to  participate  in  a  joint  program  with  other  nonprofiit  organiza- 
tions to  establish  a  pool  for  reimbursing  the  State. 

B.  Payment  of  the  State  Tax. — Where  a  nonprofit  provider  elects  to  pay 
regular  State  unemployment  compensation  taxes,  such  payments  are  recog- 
nized as  an  allowable  cost. 

C.  Individual  Self-Insurance  Program. —  1.  Where  a  nonprofit  provider 
chooses  to  self-insure  by  establishing  its  own  reserve  account,  payments  from 
the  reserve  account  to  the  State  for  unemployment  compensation  payments  are 
allowable  costs  under  the  Medicare  program. 

However,  contributions  to  this  reserve  account  (whether  a  general  account 
or  a  special  trust  fund)  to  establish  the  provider's  unemployment  reserve 
account  are  not  allowable  costs  under  the  Medicare  program. 

2.  Any  income  earned  from  investment  of  the  funds  of  the  reserve  account 
must  be  used  to  offset  a  provider's  allowable  interest  expense  under  the 
Medicare  program. 

3.  If  a  provider  purchases  commercial  insurance  to  protect  itself  from  the 
risk  of  having  to  make  unusually  large  unemployment  insurance  payments 
due  to  a  catastrophic  loss,  reasonable  costs  to  the  provider  in  the  form  of 
premiums  are  allowable  under  the  Medicare  program. 

4.  In  certain  instances,  a  provider  may  secure  the  services  of  an  individual 
or  firm  to  handle  its  unemployment  insurance  claims  program  (to  complete 
the  claims  forms  from  the  State  unemployment  office,  to  represent  the  pro- 
vider at  the  appeals  level  if  the  provider  protests  the  claim,  etc.).  The  fees 
paid  for  administering  the  provider's  unemployment  insurance  claims  pro- 
gram are  allowable  costs  to  the  extent  that  such  fees  are  considered  reasonable 
for  the  services  rendered. 

D.  Joint  Unemployment  Insurance  Program. — In  a  joint  unemployment  in- 
surance program,  a  group  of  providers  contribute  to  a  pooled  fund  which 
assumes  the  costs  incurred  in  reimbursing  the  State  for  benefits  paid,  as 
well  as  administrative  and  other  costs  of  operating  the  joint  program  (e.g., 
premiums  for  protection  against  catastrophic  losses  or  private  consulting 
firm  fees  for  handling  unemployment  insurance  claims).  If  a  provider  elects 
to  participate  in  a  joint  unemployment  insurance  program,  the  payments 
made  by  the  provider  to  the  joint  program  are  allowable  costs  for  purposes 
of  Medicare  reimbursement  to  the  extent  that  such  costs  are  reasonable.  Any 
funds  returned  to  the  provider  by  the  joint  program  are  considered  reductions 
of  costs  in  the  reporting  period  in  which  the  refund  is  made. 

Exhibit  2 

Blue  Cross, 
St.  Louis,  Mo.,  January  20,  1975. 
Re  Review  of  financial  records  of  the  provincialite  for  the  fiscal  year  ended 

June  30,  1970,  1971  and  1972. 
Mr.  Don  Dreher, 

Executive  Vice  President,  Management  and  Consulting  Office,  Sisters  of  Mercy — 
Province  of  St.  Louis,  2089  North  Geyer  Road,  St.  Louis,  Mo. 

Dear  Mr.  Dreher  :  Our  review  of  the  Financial  Records  of  the  Provincialite 
was  made  under  the  directions  of  the  Blue  Cross  Association.  We  have  been 
in  communication  with  them  to  resolve  the  proposed  adjustments  outlined  in 
our  letter  to  you  on  July  19,  1973. 

With  the  additional  information  that  you  have  submitted  and  directives 
from  the  Blue  Cross  Association  we  are  pleased  to  inform  you  that  the  fol- 
lowing determinations  have  been  made  covering  the  points  at  issue. 
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1.  VALUE  OF  SISTER  SERVICES  CHARGED  TO  MACO  AND  PIO 

Based  upon  the  additional  information  you  have  furnished  to  us  with 
respect  to  the  sisters'  duties  and  responsibilities,  we  have  concluded  that  the 
claimed  salaries  are  substantially  reasonable  and  consequently,  recognized  as 
an  allowable  cost  for  Medicare  reimbursement  to  the  hospitals.  The  acceptance 
of  the  salary  costs  for  the  above  periods  should  not  be  construed  as  an  ap- 
proval of  costs  claimed  during  future  periods. 

2.  CONTRIBUTIONS  TO  SELF-INSURANCE  RESERVE 

Payments  by  hospitals  to  the  reserve  will  be  allowable  cost  to  the  hospitals. 
We  have  determined  that  contributions  to  this  fund  are  reasonably  related  to 
actual  losses  incurred  and  that  they  serve  a  proper  business  function.  Contri- 
butions in  future  years  must  be  adjusted  in  order  to  prevent  an  unreasonable 
build-up  of  the  reserve  beyond  a  reasonable  liability  for  losses. 

3.  INTEREST  INCOME  ON  SELF-INSURANCE  RESERVES 

The  income  generated  by  the  self-insurance  reserves  will  not  be  used  to  re- 
duce interest  expense  which  would  otherwise  be  allowable.  This  investment 
income  will  form  part  of  the  insurance  reserve.  Hospitals  will  not  have  a 
right  to  this  fund.  Such  income  must  be  included  in  the  computation  of  the 
available  reserve  which  must  be  maintained  at  a  reasonable  relationship 
to  estimated  future  bases  as  set  forth  in  the  previous  comment. 

4.  NET  INVESTMENT  INCOME  EARNED  BY  PROVINCIALITE  OPERATING  FUND 

We  are  of  the  opinion  that  no  effort  should  be  made  to  apply  such  income 
to  the  interest  expense  of  the  hospitals,  primarily  due  to  the  lack  of  materiality 
and  also  in  recognition  of  the  fact  that  a  detail  analysis  of  this  income  would 
not  be  feasible  or  practical.  This  conclusion  is  also  based  on  the  understanding 
that  the  hospitals  do  not  have  a  claim  on  these  earnings. 

5.  INCOME  EARNED  BY  MERCY  INVESTMENT  FUND  IN  EXCESS  OF  DISTRIBUTIONS 

TO  HOSPITALS 

We  have  been  advised  that  the  individual  hospitals  who  have  investments 
in  the  pool,  do  not  have  the  right  to  claim  such  investment  income.  Under 
this  situation,  we  agree  that  it  is  not  necessary  to  require  the  hospitals  to 
reduce  otherwise  allowable  interest  expense. 

6.  DRUG  REBATES 

In  view  of  the  lack  of  materiality  and  for  purposes  of  expediency,  we  suggest 
that  the  rebates  under  consideration  be  applied  as  a  reduction  of  MACO 
operating  costs. 

7.   CONTRIBUTIONS  TO  THE  UNEMPLOYMENT  COMPENSATION  FUND 

Based  on  our  letter  to  you  dated  September  3,  1974  and  your  reply  dated 
September  5,  1974,  we  have  concluded  that  this  fund  meets  the  pooling  re- 
quirements set  forth  in  Section  2122.5(D)  of  HIM-15  and  therefore,  hospital 
contributions  may  be  included  in  their  allowable  costs.  In  future  years,  contri- 
butions should  be  adjusted  to  maintain  an  adequate  reserve  but  reduced  suf- 
ficiently in  order  to  avoid  an  excess  accumulation  of  reserves.  It  is  our  under- 
standing that  institutions  may  withdraw  their  funds  from  the  Mercy  Unem- 
ployment Compensation  Fund  by  giving  30  days  notice  of  their  intention, 
at  which  time  a  portion  of  the  Funds  assets  will  be  returned  to  the  institu- 
tion. Any  such  assets  returned  to  a  hospital  will  be  used  to  reduce  the 
hospital's  allowable  cost,  and  only  actual  losses  can  be  recognized  in  the 
hospital's  cost  for  Medicare  reimbursement. 

8.  INCOME  EARNED  ON  INVESTMENTS  OF  UNEMPLOYMENT  INSURANCE  FUNDS 

As  this  income  will  become  part  of  the  insurance  reserve,  it  will  not  be 
necessary  to  reduce  hospital  costs  by  this  income.  Becoming  a  portion  of 
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the  reserve  funds  the  accumulated  income  must  be  considered  in  establishing 
the  contribution  rate  as  set  forth  in  Paragraph  8. 

9.   INSURANCE   COSTS   OF   TERMINATED  PROVIDEKS 

We  are  not  recommending  a  specific  adjustment  for  this  item.  If  a  material 
adjustment  results  from  a  final  insurance  audit  of  a  terminated  provider,  this 
adjustment  should  be  recorded  as  an  increase  (or  reduction)  of  the  costs 
recorded  in  the  Management  and  Consulting  office. 

SUMMARY 

We  will  furnish  a  summary  of  the  allowable  costs  and  investment  income 
to  the  various  Blue  Cross  Plans  serving  as  intermediaries  for  the  hospitals 
involved.  We  wish  to  express  our  appreciation  of  your  assistance  and  coopera- 
tion in  the  resolution  of  these  matters.  If  we  can  be  of  any  assistance,  please 
give  me  a  call. 

Very  truly  yours, 

Carl  J.  Nowacki, 

Director, 
Provider  Reimbursement  Division. 

Attachment. 

Exhibit  3 

Medicare  Provider  Reimbursement  Manual  Revision — Part  I 

U.S.  Department  of  Health,  Education,  and  Welfare, 

Social  Security  Administration. 
Washington,  D.C.,  September  1976. 
New  material— Sec.  2122.1   (Cont.) -2122.5 ;   Sec.  2422    (Exhibit  1):  page 
No.  21-15—21-15.3  (4  pp.)  ;  24-16.3—24-16.4  (2  pp.)  ;  replaced  pages  21-15— 
21-15.3   (4  pp.);  24-16.3—24-16.4   (2  pp.). 

Section  2122.5,  Unemployment  Compensation  Insurance  Costs,  has  been 
revised  to  further  clarify  allowable  and  nonallowable  costs  of  self-insurance 
programs  and  to  provide  instructions  on  chain  organization  unemployment 
insurance  funds. 

Section  2422,  Limitation  on  Federal  Participation  for  Capital  Expenditures, 
Exhibit  1,  has  been  updated  to  reflect  Missouri's  withdrawal  from  the  1122 
capital  expenditure  program  effective  July  1,  1976. 

Thomas  M.  Tierney, 

Director, 
Bureau  of  Health  Insurance. 

Attachment. 

Costs  Related  to  Patient  Care 

*  *  *  *  *  *  * 

A.  Where  a  provider  has  no  net  income  but  is  required  to  pay  a  minimum 
franchise  tax,  the  franchise  tax  is  an  allowable  cost. 

B.  Where  a  provider  realized  net  income  which  is  not  sufficient  to  incur  a 
tax  in  excess  of  the  minimum  and  the  minimum  tax  is  levied,  then  only  the 
difference  between  the  minimum  franchise  tax  and  the  tax  computed  on  net 
income  is  an  allowable  cost.  For  example,  if  the  minimum  tax  is  $500  and 
the  tax  computed  on  net  income  is  $400,  then  the  $400  is  an  income  tax 
and  only  the  excess  ($500 -$400)  or  $100  is  an  allowable  cost. 

C.  Where  a  provider  has  net  income  sufficient  to  incur  a  tax  greater  then 
the  minimum  franchise  tax,  the  entire  tax  is  considered  an  income  tax  and 
no  part  of  the  tax  is  an  allowable  cost.  For  example,  if  the  minimum  tax  is 
$500  and  the  tax  computed  on  income  is  $600,  then  the  entire  $600  is  a  non- 
allowable  cost. 

D.  Where  the  amount  of  the  franchise  tax  is  based  upon  several  criteria, 
one  of  which  is  net  income,  the  amount  of  the  franchise  tax  computed  on 
net  income  is  not  an  allowable  cost.  For  example,  if  the  minimum  tax  is 
$500,  the  tax  computed  on  net  income  is  $400,  and  the  tax  levy  on  capital 
stock  is  $600,  then  $400  remains  an  income  tax  and  only  the  excess  ($600- 
$400)  or  $200  is  an  allowable  cost. 
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2122.5  Unemployment  Compensation  Insurance  Costs. —  A.  General. — Under 
P.L.  91-373,  most  nonprofit  providers  and  State  hospitals  are  required  to 
cover  certain  employees  under  their  respective  State  unemployment  compen- 
sation laws. 

This  Federal  law  also  provides  that  each  nonprofit  provider  must  be  permitted 
by  State  law  the  option  of  (1)  paying  regular  State  unemployment  compensa- 
tion taxes,  or  (2)  reimbursing  the  State  direct,  on  a  dollar-for-dollar  basis, 
for  unemployment  compensation  benefits  paid  to  former  employees  attributable 
to  service  with  the  provider — a  form  of  self-insurance.  Those  providers  which 
elect  to  pay  benefits  direct  by  self-insuring  must  also  be  allowed  to  partici- 
pate in  a  joint  program  with  other  nonprofit  organizations  to  establish  a  pool 
for  reimbursing  the  State. 

B.  Payment  of  the  State  Tax. — Where  a  nonprofit  provider  elects  to  pay 
regular  State  unemployment  compensation  taxes,  such  payments  are  recognized 
as  an  allowable  cost. 

C.  Self -Insurance  Program. — Where  a  nonprofit  provider  chooses  to  self- 
insure  by  establishing  its  own  reserve  account,  contributions  to  this  reserve 
account  (whether  a  general  account  or  a  special  trust  fund)  are  not  allowable 
costs  under  the  Medicare  program.  Similarly,  where  a  nonprofit  chain  organi- 
zation (or  related  organization)  centrally  operates  an  unemployment  insurance 
fund  for  some  or  all  of  its  member  (related)  providers,  the  fund  is  considered 
a  self-insurance  program  and  payments  made  to  it  by  the  participating  pro- 
viders are  not  allowable  costs  under  the  Medicare  program.  This  is  because 
such  a  fund  is  simply  an  arrangement  among  related  providers  with  the 
chain  maintaining  control  over  the  fund.  Thus,  payments  to  the  fund  are  not 
actually  incurred  costs,  but  rather  a  provision  for  establishing  a  central 
reserve  from  which  unemployment  costs  are  met  as  they  are  incurred.  More- 
over, any  income  earned  from  investment  of  the  funds  of  the  reserve  account 
must  be  used  to  offset  a  provider's  allowable  interest  expense  under  the 
Medicare  program. 

Certain  costs  associated  with  a  self-insurance  program  are  allowable,  whether 
paid  from  the  fund  or  directly  by  the  provider.  They  are : 

1.  Any  amounts  paid  to  reimburse  the  State  for  unemployment  compensa- 
tion payments  actually  made  by  the  State  to  the  former  employees  of  the 
provider. 

2.  Any  premium  costs  for  the  purchase  of  commercial  insurance  which 
protects  against  catastrophic  loss,  provided  the  type,  extent,  and  cost  of 
coverage  are  not  substantially  out  of  line  with  those  of  other  similar  institu- 
tions in  the  same  area. 

3.  The  fees  paid  to  an  outside  individual  or  firm  (if  any)  to  administer  the 
program,  to  the  extent  such  fees  are  considered  reasonable  for  the  services 
rendered.  Such  administration  may  consist  of  completing  the  claims  forms 
from  the  State  unemployment  office,  representing  the  provider  at  the  appeals 
level,  etc. 

4.  Any  other  reasonable  administrative  costs  incurred  by  the  provider  in 
establishing  and  administering  the  program. 

These  costs  are  allowable  for  a  chain  organization  program  to  the  extent  the 
costs  are  properly  allocated  among  the  providers  which  incurred  them,  e.g., 
unemployment  compensation  payments  should  be  directly  allocated  to  the 
provider  whose  unemployed  employees  were  paid,  etc. 

D.  Joint  Unemployment  Insurance  Program. — In  a  joint  unemployment 
insurance  program,  a  group  of  providers  contribute  to  a  pooled  fund  which 
assumes  the  costs  incurred  in  reimbursing  the  State  for  benefits  paid,  as  well 
as  administrative  and  other  costs  of  operating  the  joint  program  (e.g., 
premiums  for  protection  against  catastrophic  losses  or  private  consulting 
firm  fees  for  handling  unemployment  insurance  claims).  If  a  provider  elects 
to  participate  in  a  joint  unemployment  insurance  program,  the  payments 
made  by  the  provider  to  the  joint  program  are  allowable  costs  for  purposes 
of  Medicare  reimbursement  to  the  extent  that  such  costs  are  reasonable.  Any 
funds  returned  to  the  provider  by  the  joint  program  are  considered  reduc- 
tions of  costs  in  the  reporting  period  in  which  the  refund  is  made. 
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Exhibit  4 

Blue  Cross, 
St.  Louis,  Mo.,  March  7,  1978. 
Re  Sisters  of  Mercy  of  the  Union  in  the  U.S.  of  America  Province  of  St. 

Louis,  central  office  audit,  fiscal  years  ending  June  30,  1974  thru  1976. 
Mr.  Don  L.  Dreher, 

Executive  Vice  President,  Sisters  of  Mercy — Province  of  St.  Louis,  2039  North 
Geyer  Road,  St.  Louis,  Mo. 

Dear  Don  :  Included  herein  are  the  proposed  adjustments  and  supporting 
schedules  for  the  above  mentioned  costing  reporting  periods  for  your  review. 

We  have  recently  been  advised  by  BCA  that  Mr.  Tierney  has  reaffirmed 
in  writing  the  program's  policy  regarding  the  self-insuring  of  unemployment 
compensation  as  set  forth  in  Section  2122.5.C  of  HIM-15-1.  You  may  recall 
we  informed  you  previously  that  BCA  has  been  working  closely  with  the 
Medicare  Bureau  for  several  years  in  an  attempt  to  satisfactorily  resolve 
this  matter. 

Adjustment  #4  disallows  imputed  value  of  Sisters'  services  who  work  at 
the  Central  Office  level.  We  understand  that  the  effect  of  this  adjustment  will 
be  partially,  if  not  completely,  eliminated  by  the  inclusion  of  additional 
Central  Office  costs  not  previously  claimed. 

ADJUSTMENT  NO.  1— JOINT  UNEMPLOYMENT  INSURANCE  PROGRAM 


Net  contributions  by  providers  

Total  interest  paid  to  providers  

Less:  Benefits  paid  to  the  States..- 

Net  reduction  of  costs  (adjustment). 


Fiscal  year  Fiscal  year 

estimate,  estimate, 

June  30,  June  30, 

1973  1974 


$464,  975  $380, 413 
29,  010  47, 585 
(7,  670)      (57,  600) 


486,  315       370,  398 


Fiscal  year  Fiscal  year 

estimate,  estimate, 

June  30,  June  30, 

1975  1976  Total 


$237,776      $311,866  $1,395,030 
53, 823        67, 643       198, 061 
(223,  675)     (262, 929)     (551,  874) 


67,924       116,580  1,041,217 


HIM-15-1,  Section  2122.5.C.  states  in  part  as  follows  : 

"C.  Self -Insurance  Program. — Where  a  nonprofit  provider  chooses  to  self- 
insure  by  establishing  its  own  reserve  account,  contributions  to  this  reserve 
account  (whether  a  general  account  or  a  special  trust  fund)  are  not  allowable 
costs  under  the  Medicare  program.  Similarly,  where  a  nonprofit  chain  organi- 
zation (or  related  organization)  centrally  operates  an  unemployment  insurance 
fund  for  some  or  all  of  its  member  (related)  providers,  the  fund  is  considered 
a  self-insurance  program  and  payments  made  to  it  by  the  participating  pro- 
viders are  not  allowable  costs  under  the  Medicare  program.  This  is  because 
such  a  fund  is  simply  an  arrangement  among  related  providers  with  the  chain 
maintaining  control  over  the  fund.  Thus,  payments  to  the  fund  are  not  actually 
incurred  costs,  but  rather  a  provision  for  establishing  a  central  reserve  from 
which  unemployment  costs  are  met  as  they  are  incurred.  Moreover,  any  income 
earned  from  investment  of  the  funds  of  the  reserve  account  must  be  used  to 
offset  a  provider's  allowable  interest  expense  under  the  Medicare  Program." 

ADJUSTMENT  NO.  2— COMBINED  INSURANCE  PROGRAM 


Fiscal  year  Fiscal  year 

estimate,  estimate, 

June  30,  June  30, 

1973  1974 


Fiscal  year  Fiscal  year 

estimate,  estimate, 

June  30,  June  30, 

1975  1976 1  Total 


Net  contributions  by  providers  to  reserve   $18,330       $21,564       $25,270      $374,037  $439,210 

Interest  earned  on  reserves    9,553        12,138        16,860        33,336  71,887 


Reserve  balance  (adjustment    27,883        33,702        42,130       407,373  511,088 


1  Contributions  for  the  professional  liability  reserve  are  subject  to  review  in  connection  with  our  audit  of  the  1977  cost 
report. 
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HIM-15-I,  Section  2161B  states : 

"B.  Self-Insurance. — Where  a  provider  maintains  a  self-insurance  program 
for  other  than  malpractice  and  comprehensive  general  liability  coverage  in 
conjunction  with  malpractice  coverage,  contributions  to  the  self-insurance 
reserve  fund  are  not  includable  in  allowable  costs." 

HIM-15-I,  Section  2161B.6  further  indicates  that : 

"*  *  *  total  allowable  interest  expense  under  the  Medicare  program  will  be 
offset  by  income  earned  by  invested  insurance  reserve  funds." 
HIM-15-I,  Section  2162A  states  in  part : 

"The  conditions  for  Medicare  reimbursement  stated  below  are  exclusively  for 
provider  malpractice  liability  and  comprehensive  general  liability  coverage  in 
conjunction  with  malpractice  coverage  or  for  malpractice  liability  coverage 
only  and  not  for  liability  coverage  costs  such  as  automobile  liability,  fire,  theft, 
workmen's  compensation,  or  general  liability  only." 

ADJUSTMENT   NO.    3  PROVINCE  INFORMATION    CENTER  (PIC) 

The  Province  Information  Center  (PIC)  was  actually  a  data  processing  serv- 
ice made  available  to  all  affiliated  providers.  Preliminary  development  of  this 
service  was  started  during  the  fiscal  year  ending  June  30,  1969.  The  program 
was  terminated  on  March  15,  1973.  During  the  fiscal  year  ended  June  30,  1975, 
the  Motherhouse  refunded  to  providers  various  close  down  credits  realized. 
Section  804  of  HIM-15-1  requires  that  refunds  should  be  used  to  reduce 
allowable  cost. 

Listed  below  are  the  providers  which  received  PIC  refunds : 


St.  Edward  Mercy— Fort  Smith  $5,400 

St.  Joseph's — Hot  Springs   5,  090 

Mercy— Fort   Scott   3,972 

Mercy — New  Orleans   5,  524 

St.  John's— Springfield,  Mo  14,648 

St.  John's  Mercy— St.  Louis,  Mo  17,442 

Mercy — Brownsville    3,  848 

ilfercy — Laredo   6, 145 


62,  069 


ADJUSTMENT  4— IMPUTED  SALARIES  OF  N0NPAID  WORKERS  AT  THE  MOTHERHOUSE 


1967  

  $122,231  ._. 

$122,231 
112,148 

1968  

  112,148... 

1969  

  110, 143  ... 

110, 143 

1970  

1971  

1972  

1973  

1974  

  109,675 

  74,053 

  70, 086 

  76, 810 

  52,568  ... 

$13,750 
8, 400 
17,  500 
20, 250 

123,  425 
82, 453 
87,486 
97, 060 
52,  568 

1975  

  33,546  ... 

33,  546 

1976  

  74,285  ... 

74,  285 

835,  545 

59,  800 

895,  345 

HIM-15-1,  Section  2150.2G  states : 

"G.  Nonpaid  Workers  at  Home  Office  of  Chain  Organization. — Home  office 
costs  allowable  under  the  program  for  allocation  to  the  chain  providers  may  not 
include  any  imputed  costs  for  the  value  of  services  performed  by  nonpaid 
workers  at  the  home  office  of  a  chain  organization.  Usually,  nonpaid 
workers  are  used  by  nonprofit  organizations,  or  specifically,  organizations  op- 
erated by,  or  related  to,  religious  orders.  The  recognition  of  the  value  of  the 
services  of  nonpaid  workers,  as  described  in  regulations  section  405.424  and 
Chapter  7  of  this  manual,  applies  only  to  the  services  performed  by  nonpaid 
workers  of  providers,  that  is,  to  nonpaid  personnel  directly  involved  in  the  pro- 
vider's delivery  of  health  care  services.  It  does  not  extend  to  any  other  organi- 
zations which  furnish  services  to  a  provider.  Where  chain  organizations  receive 
services  from  nonpaid  workers  at  the  home  office  or  motherhouse  of  the  chain, 
no  costs  may  be  imputed  for  these  services  and  included  in  costs  which  are 
allocated  to  the  providers  in  the  chain." 
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We  would  appreciate  your  cooperation  in  informing  us  at  your  earliest  con- 
venience when  your  review  is  completed  so  that  a  conference  date  can  be  sched- 
uled, if  necessary,  to  clarify  any  questions  concerning  the  adjustments. 

We  appreciate  the  assistance  and  cooperation  extended  by  you  and  your 
staff  during  this  examination. 
Very  truly  yours, 

James  I,  Holleah, 

Manager, 
Provider  Reimbursement  Division. 

Mr.  Eostenkowski.  We  want  to  thank  you,  Congressman  Gep- 
hardt, for  bringing  this  to  our  attention.  This  is  not,  as  you  know, 
included  in  our  legislation,  but  we  will  be  happy  to  look  into  it  and 
see  if  we  can  provide  either  an  administrative  or  a  legislative 
remedy  to  this  particular  self-insurance  issue.  I  believe  it  can  be 
handled  administratively. 

Mr.  Burleson. 

Mr.  Burleson.  No  questions. 
Mr.  Eostenkowski.  Mr.  Duncan. 

Mr.  Duncan.  I  have  no  questions  other  than  to  thank  our  col- 
league for  his  contribution  and  for  bringing  in  new  ideas  we  have 
Dot  gone  into  before. 

I  know  you  have  given  a  lot  of  time  to  this  and  I  hope  all  the 
members,  not  only  of  the  subcommittee  but  the  full  committee,  will 
read  your  total  statemnt. 

Thank  you  very  much. 

Mr.  Gephardt.  I  thank  you  very  much. 

Mr.  Eostenkowski.  Thank  you  very  much. 

Congressman  Fraser  of  Mimiesota. 

[No  response.] 

Mr.  Eostenkowski.  Congressman  Pepper. 

STATEMENT  OE  HON.  CLAUDE  PEPPER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OE  FLORIDA  AND  CHAIRMAN,  HOUSE 
SELECT  COMMITTEE  ON  AGING 

Mr.  Pepper.  Thank  you,  Mr.  Chairman. 

Mr.  Eostenkowski.  We  welcome  to  the  committee  our  colleague, 
Senator  Pepper.  He  has  certainly  been  a  gentleman  that  has  been 
involved  in  the  debate  on  ways  to  improve  medicare  and  medicaid. 

Senator,  we  are  always  very  happy  to  have  you  give  testimony,, 
and  we  await  hearing  from  you. 

Mr.  Pepper.  Thank  you  very  much,  Mr.  Chairman,  and  members 
of  your  distinguished  subcommittee. 

It  is  always  an  honor  and  a  privilege  for  me  to  be  here.  I  want  to 
commend  the  forward  look  of  this  subcommittee,  chaired  by  you,  in 
trying  to  make  medicare  the  medicaid  programs  of  our  Government 
more  meaningful  for  the  elderly  people  of  this  country. 

There  will  be  several  other  members  of  our  Committee  on  Aging, 
Mr.  Chairman,  here  shortly. 

I  hope  the}^  would  have  an  opportunity  to  present  their  views  to 
your  distinguished  committee. 

Mr.  Chairman,  your  committee  has  asked  us  to  focus  sharply 
today  on  the  issues  we  believe  to  be  of  the  highest  priority  among 
the  many  items  on  your  agenda. 
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After  16  days  of  hearings  on  various  aspects  of  the  health  needs 
of  the  elderly,  our  34-member  Aging  Committee  has  found  that  the 
most  glaring  deficiency  of  the  medicare  program  is  the  restrictions 
it  places  on  the  utilization  of  home  health  care. 

Time  and  again,  in  public  hearings  from  Maine  to  Seattle,  older 
persons  and  their  families  have  told  us  of  tragic  cases  of  persons 
who  were  forced  from  their  homes  into  hospitals  and  nursing  homes 
because  the  limited  care  that  would  have  allowed  them  to  remain 
independent  was  not  available. 

Medicare  has  adopted  a  callous  counterproductive  bias  against 
those  elderly  citizens  who  would  prefer  to  remain  at  home  and  for 
whom  it  would  be  more  appropriate  to  do  so. 

The  human  cost  in  terms  of  independence,  self-image,  dignity,  and 
the  quality  of  life  of  uprooting  older  people  from  cherished  posses- 
sions and  the  comfortable  surroundings  of  home  and  friends  is 
incalculable. 

I  have  so  often  quoted  my  dear  mother  in  her  last  year,  who  said 
many  times,  "Son,  don't  ever  let  them  put  me  in  one  of  those  nursing 
homes."  It  wasn't  that  we  wanted  to  disparage  or  discredit  nursing- 
homes;  she  just  didn't  want  to  leave  her  own  home  where  for  many 
decades  she  enjoyed  her  life,  her  neighbors,  her  flowers,  and  family 
and  friends. 

Even  putting  aside  logic  and  compassion,  and  if  actual  dollar  costs 
were  the  sole  consideration,  home  health  care  is  still  the  way  to  go. 

A  report  prepared  at  our  request  by  the  General  Accounting  Office 
shows  that  "until  older  people  become  greatly  or  extremely  im- 
paired, the  cost  of  nursing  home  care  exceeds  the  cost  of  home  care." 
Thus,  home  care  is  not  only  more  humane,  it  is  cheaper  than  care 
in  nursing  homes  or  hospitals  in  five  out  of  six  cases. 

Yet,  because  medicare  provisions  are  so  stringent,  the  program 
puts  a  premium  on  warehousing  people  in  institutions.  To  be  eligible 
for  home  health  care,  an  elderly  person  must  have  been  hospitalized 
for  at  least  3  days,  the  care  must  be  skilled,  and  the  patient  must 
be  considered  homebound. 

In  addition,  there  is  a  maximum  of  100  visits  per  spell  of  illness 
under  hospital  insurance  and  100  per  calendar  year  under  supple- 
mentary medical  insurance. 

Mr.  Chairman,  together  with  100  cosponsors,  including  the  Aging 
Committee  members  here  today,  Mr.  Ford  of  your  subcommittee 
and  our  Aging  Committee,  as  well  as  Mr.  Corman,  Mr.  Brodhead, 
and  Mr.  Duncan  of  your  subcommittee,  I  have  introduced  legislation, 
H.R.  10738,  to  liberalize  those  requirements. 

It  is  patently  absurd,  for  example,  to  require  that  persons  be  in  a 
hospital  for  3  days  to  be  eligible  for  the  part  A  home  care  that  might 
keep  them  out  of  the  hospital. 

Our  bill  would  eliminate  that  provision,  delete  the  visit  limit, 
eliminate  the  homebound  requirement,  and  add  homemaker-chore 
services. 

In  summary,  Mr.  Chairman,  our  bill  would  simply  add  a  new 
dimension  to  medicare.  Medicare  was  conceived  upon  the  concept 
of  treating  sick  people ;  it's  desirable  and  necessary. 
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We  must,  of  course,  preserve  that.  But  there  is  another  dimen- 
sion equally  demanding,  it  seems  to  me,  of  our  attention,  and  I  believe 
our  approval,  and  that  is  the  prevention  aspect  of  treatment. 

This  bill  was  unanimously  recommended  by  our  entire  Aging 
Committee  in  a  special  resolution  passed  in  February  and  in  a  com- 
mittee report,  "New  Perspectives  in  Health  Care  for  Older 
Americans." 

We  strongly  urge  you,  Mr.  Chairman,  to  include  all  of  these  es- 
sential amendments  in  any  medicare  legislation  approved  by  your 
committee. 

Your  agenda  of  issues  for  today's  hearing  does  include  two  of 
the  provisions  of  our  bill — changing  the  hospitalization  requirement 
and  visit  limit. 

These  are  critical  to  the  elderly,  and  our  committee  warmly  com- 
mends you.  But  you  have  not  yet  included  two  other  important 
provisions — deleting  the  "homebound"  requirement  and  adding  chore 
services. 

These  are  also  essential  and  cost-effective  methods  of  developing 
time  alternatives  to  nursing  homes. 

We  are  only  asking  for  a  practical  interpretation  of  "homebound," 
Mr.  Chairman,  not  a  technical  definition.  If  a  lady  who  is  ill  gets  up 
and  goes  to  a  beauty  parlor  to  have  her  hair  done  for  the  therapeutic 
satisfaction  that  will  give  her,  she  should  not  lose  her  homebound 
status. 

Perhaps  to  get  a  better  feeling,  to  get  more  encouragement  about 
wanting  to  get  well,  she  goes  out  for  this,  that,  or  the  other  occa- 
sionally, maybe  out  for  a  dinner  or  something,  and  that  should  not 
take  away  from  that  individual  the  ability  for  the  treatment  that  she 
should  have. 

In  other  words,  that  should  not  technically  be  classified  to  deny 
eligibility  to  that  individual  on  the  grounds  that  she  is  not  home- 
bound. 

GAO,  in  its  report  "Home  Health :  The  Need  for  a  National  Policy 
to  Better  Provide  for  the  Elderly,"  recommended  these  four  changes 
as  providing  "significant  disincentives  to  institutionalization." 

It  estimated  their  cost  to  be  a  maximum  of  $192,5  million.  That 
relatively  modest  amount  is  actually  deceptively  high,  for  it  does  not 
include  the  offsetting  savings  that  would  result  from  decreased  hos- 
pital and  nursing  home  utilization  under  medicaid. 

If  home  care  were  expanded  under  medicare,  GAO  testified  before 
us  that  there  would  be  offsetting  savings,  and  they  are  now  in  the 
process  of  calculating  those  savings  as  well  as  updating  last  year's 
cost  estimates. 

This  information  will  be  provided  to  your  committee  as  soon  as  it 
is  available. 

Mr.  Chairman,  the  First  Congressional  Budget  Resolution  author- 
izes $100  million  for  medicare  amendments.  Our  Aging  Committee, 
representing  the  Nation's  23  million  elderly  persons,  believes  any 
such  amendments  must  include  steps  to  expand  home  care. 

The  need  is  simply  too  vast  and  the  situation  too  desperate  to  wait 
any  longer  or  to  limit  your  action  to  those  changes  that  do  not  exceed 
the  $100  million  target. 
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In  this  respect  we  have  spoken  to  the  Honorable  Parren  Mitchell, 
who  chairs  the  Budget  Committee's  Human  Resources  Task  Force. 

He  pointed  out  that  the  figures  in  the  First  Congressional  Budget 
Resolution  are  meant  to  serve  as  rough  indicators — not  binding 
limits — and  that  the  amount  could  be  changed  in  the  second  resolu- 
tion if  your  distinguished  Ways  and  Means  Committee  were  to  make 
such  a  request. 

Mr.  Mitchell  pointed  out  that  previously  the  discussion  of  the 
Budget  Committee  centered  on  the  fact  that  the  Budget  Committee 
needed  information  from  the  Ways  and  Means  Committee  to  change 
the  budget  resolution  for  home  care. 

As  you  know,  there  have  been  numerous  cases  in  the  past,  includ- 
ing funds  for  public  works,  oil  reserves,  and  Small  Business  Admin- 
istration disaster  loans  where  this  procedure  has  been  used  when  the 
First  Congressional  Budget  Resolution  did  not  include  sufficient 
funds  for  a  particular  item. 

Our  committee  would  be  pleased  to  work  with  you  in  advocating 
such  an  amendment  in  this  instance.  In  any  case,  you  would  still 
be  under  even  the  current  $100  million  restriction  if  you  reported 
a  bill  eliminating  the  prior  hospital,  visit,  and  homebound 
requirements. 

Mr.  Chairman,  our  committee  places  as  much  emphasis  on  ex- 
panding home  care  as  we  did  last  year  on  curbing  mandatory 
retirement. 

The  time  for  delay  is  over.  With  the  passage  last  fall  of  the 
medicare  antifraud  legislation,  nay-say ers  can  no  longer  use  a  hand- 
ful of  cases  of  abuse  by  home  health  providers  as  an  excuse  to  deny 
the  elderly  the  care  they  need. 

We  will  no  longer  accept  delays  on  the  grounds  that  home  care 
will  eventually  be  provided  under  national  health  insurance. 

As  President  Carter  said  during  his  campaign : 

We  do  not  need  to  wait  for  the  enactment  of  a  national  health  insurance  pro- 
gram to  improve  health  services  for  older  people.  One  important  reform  we  can 
begin  immediately  would  be  to  shift  the  focus  of  our  programs  from  institutions 
and  toward  outpatient  and  home  health  care  services. 

Mr.  Chairman,  I  am  pleased  to  endorse  your  consideration  of 
another  item  on  today's  agenda :  An  evaluation  visit  before  transfer 
from  an  institution.  We  have  found  that  mental  patients  in  every 
State  of  the  Union  have  been  dumped  from  mental  institutions 
into  the  community  when  they  were  not  ready  to  be  transferred  or 
where  there  was  no  suitable  aftercare  provided.  In  many  instances 
this  was  done  so  that  the  State  could  lay  upon  the  Federal  Govern- 
ment, through  the  SSI  program,  the  cost  of  the  care  of  those  people. 

It  is  with  regret  that  I  will  not  address  the  other  important  medi- 
care issues  on  your  list,  but  I  am  aware  of  your  need  to  prioritize 
before  you  begin  markup. 

That  is  why  I  have  focused  on  home  health  care.  But  even  on  this 
issue  alone,  we  have  not  today  pressed  for  deletion  of  the  "skilled" 
requirement,  an  important  change  which,  because  of  its  $1.25  billion 
pricetag,  may  have  to  wait  for  national  health  insurance. 

Nor  have  I  addressed  the  desperate  need  for  medical  appliances, 
eyeglasses,  hearing  aids,  and  dentures — as  recommended  by  our  com- 
mittee, because  of  the  over  $2  billion  cost. 
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I  would  like  to  include  for  the  record  a  longer  statement  that 
addresses  the  need  for  these  and  other  medicare  amendments. 

Now,  in  conclusion,  Mr.  Chairman,  I  want  to  add,  the  small  cost 
of  the  four  home  health  changes  we  have  proposed  would  be  an 
outstanding  and  most  important  step  toward  changing  the  costly 
institutional  bias  of  the  Federal  Government's  annual  $50  billion 
health  bill. 

The  choice  before  us  today  is  a  simple  one:  "Whether  to  continue 
our  misguided,  cruel,  and  destructive  policies  or  initiate  a  new  era 
in  which  our  health  care  system  truly  responds  to  the  needs  of  the 
elderly. 

Our  committee  is  counting  on  you  to  seize  the  challenge  and  take 
the  comprehensive  action  we  have  described  to  improve  the  lives  of 
the  elderly. 

Thank  you  very  much.  Members  of  our  Aging  committee  are  now 
here,  if  I  may  present  them. 

[The  prepared  statement  follows :] 

Statement  of  Hon.  Claude  Pepper,  a  Representative  in  Congress  from  the 
State  of  Florida,  and  Chairman,  House  Select  Committee  on  Aging 

Mr.  Chairman,  while  these  changes  in  the  Medicare  home  health  benefit 
represent  the  foremost  priority  of  the  Aging  Committee  at  this  juncture,  I 
wish  to  call  your  attention  to  other  proposals  which  should  be  considered 
carefully  by  the  Subcommittee. 

H.R.  9433  would  provide  Medicare  Part  B  coverage  for  preventive  services 
furnished  in  the  screening,  testing,  diagnosis,  and  treatment  of  individuals 
for  hypertension.  The  Subcommittee  on  Health  and  Long-Term  Care  held  a 
hearing  on  July  21,  1977,  to  examine  the  problem  of  hypertension  among  the 
elderly. 

Some  23  million  Americans  suffer  from  high  blood  pressure.  A  dispropor- 
tionate number  of  these  persons  are  over  65.  While  persons  65  and  over 
comprise  only  10.7  percent  of  the  population,  they  account  for  almost  40 
percent  of  the  hypertensives.  Between  35  and  40  percent  of  the  population 
65  and  over  suffer  from  hypertension. 

Hypertension  causes  at  least  200,000  deaths  a  year  because  of  its  involve- 
ment with  serius  illnesses  such  as  stroke,  heart  attack,  cardiovascular  disease, 
and  kidney  failure,  according  to  the  estimates  by  officials  of  the  Department 
of  Health,  Education,  and  Welfare.  The  Social  Security  Administration  has 
indicated  that  high  blood  pressure  and  its  consequences  are  responsible 
for  the  largest  number  of  disability  claims.  Early  detection  and  treatment 
of  hypertension  could  save  the  Federal  Government  billions  of  dollars  in 
disability  benefits  and  medicare  payments.  The  SSA  estimates  that  the 
Federal  Government  made  $3.4  billion  in  disability  payments  resulting 
from  heart  and  kidney  diseases  in  1976.  Some  175,000  new  heart  cases 
were  added  to  the  rolls  that  year  alone. 

On  the  other  hand,  screening,  diagnosis,  and  treatment  for  hypertension  can 
be  quite  inexpensive.  It  has  been  estimated  that  the  cost  of  detecting 
hypertension  is  50  cents.  According  to  the  National  Center  for  Health 
Statistics,  the  annual  cost  for  treatment  of  hypertension  averages  $200  per 
person,  including  laboratory  costs,  physician  visits,  and  medication.  Other 
experts  have  told  our  Subcommittee  that  this  yearly  cost  of  treatment  could 
actually  be  around  $95. 

H.R.  2851  would  provide  for  the  inclusion  of  licensed  practical  nursing 
services  under  the  medicare  and  medicaid  programs.  Deliberations  regarding 
national  health  insurance  and  other  proposed  changes  in  our  health  care 
delivery  system  must  include  the  philosophy  that  quality  health  care  should 
be  delivered  at  the  lowest  possible  cost. 

Because  of  the  vigorous  and  well-rounded  educational  preparation  licensed 
practical  nurses  receive,  there  are  approximately  600,000  licensed  practical 
nurses  working  in  various  settings,  such  as  home  health  programs,  nursing 
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liomes,  hospitals,  school,  and  community  health  services.  They  are  the  second 
largest  group  of  health  care  providers  in  the  nation. 

Licensed  practical  nurses  have  demonstrated  that  they  can,  and  in  practice, 
do,  perform  many  of  the  tasks  formerly  assigned  to  registered  nurses  and 
even  physicians  at  far  lower  costs.  Yet  they  are  not  allowed  direct  reimburse- 
ment from  Medicare.  H.R.  2851  would  correct  this  costly  oversight. 

Proper  utilization  of  health  care  personnel  and  better  distribution  of  these 
personnel  can  help  to  bring  about  great  savings  to  Federal  and  State  Govern- 
ments through  the  Medicare  and  Medicaid  programs. 

In  addition,  I  am  recommending  that  the  Medicare  law  permit  coverage  for 
occupational  therapy  in  the  approved  freestanding  clinic  and  as  a  qualifying 
service  for  home  health  benefits.  This  proposal  is  contained  in  legislation  intro- 
duced by  Representative  Lindy  (Mrs.  Hale)  Boggs  (H.R.  9826  and  9827) 
which  I  cosponsored.  It  has  also  been  introduced  by  Representative  John 
Duncan  (H.R.  4499)  and  Representative  William  Walsh  (H.R.  3301).  On 
three  occasions  in  the  past  five  years  the  Senate  Finance  Committee  and  the 
full  Senate  have  considered  and  approved  these  proposals. 

Those  of  our  elderly  citizens  who  need  occupational  therapy  services 
should  be  able  to  receive  them  in  a  timely  and  accessible  manner.  They  should 
not  be  subjected  to  arbitrary  restrictions  in  the  law  which  allow  coverage  in 
some  settings  but  not  in  others.  Also,  if  patients  can  be  treated  at  home, 
they  should  not  be  denied  occupational  therapy  services,  merely  because 
they  do  not  need  another  service,  such  as  physical  therapy,  nursing  care, 
or  speech  therapy.  In  many  instances,  medically  prescribed  occupational 
therapy  may  be  the  critical  factor  in  a  person's  full  recovery  from  a  physical 
or  psychiatric  illness.  To  deny  them  treatment  or  restrict  the  setting  in 
which  they  may  receive  treatment  is  grossly  inconsistent  with  the  proper 
medical  management  of  patients. 

In  addition  to  beneficiary  need  there  is  another  compelling  reason  for 
giving  this  proposal  serious  consideration.  Enactment  of  these  amendments 
could  result  in  an  actual  reduction  in  the  cost  of  the  Medicare  program.  By 
reducing  unnecessary  barriers  to  less  costly  outpatient  and  home  health 
treatment  and  improving  access  to  occupational  therapy  services,  this 
legislation  will  provide  incentives  for  a  more  cost-effective  form  of  health 
care  and  reduce  the  possibility  of  recurring  disability  and  accompanying  need 
for  rehospitalization. 

I  urge  the  Subcommittee  to  include  in  any  Medicare  program  amendments, 
a  provision  to  allow  Medicare  coverage  of  occupational  therapy  services  in 
any  approved  outpatient  setting  and  as  a  primary  service  in  home  health. 

H.R.  10010  would  provide  Medicare  coverage  for  services  provided  in  a 
rehabilitation  facility  for  the  blind,  and  for  services  furnished  to  blind 
individuals  by  mobility  therapists  and  rehabilitation  teachers.  Older  blind 
persons  represent  the  largest  segment  of  the  blind  population  in  the  United 
States — 53  percent.  The  National  Society  for  the  Prevention  of  Blindness 
has  indicated  that  there  are  close  to  500,000  blind  persons  in  the  United 
States,  of  whom  265,000  are  65  years  of  age  or  older.  The  prevalence  rate  for 
blindness  in  this  country  is  2.25  per  1,000  of  general  population  for  all  ages, 
but  12.38  per  1,000  for  individuals  65  and  older. 

H.R.  10010  would  authorize  payment  for  the  services  of  a  certified  mobility 
therapist  for  the  blind  and  a  certified  rehabilitation  teacher  of  the  blind. 
These  services  would  be  available  in  a  rehabilitation  facility,  in  a  hospital 
or  nursing  home,  and  on  a  home  health  basis. 

Under  current  law,  Medicare  covers  the  costs  of  physical  therapy,  speech 
pathology,  and  occupational  therapy  for  a  stroke  victim — all  essential  services 
designed  to  overcome  the  handicapping  effects  of  this  illness.  However,  if  a 
stroke  causes  blindness  instead  of  paralysis  or  slurred  speech,  the  services 
of  qualified  allied  health  profesionals  are  not  covered. 

This  provision  would  enable  older  blind  persons  to  function  more  inde- 
pendently despite  loss  of  sight,  thereby  reducing  medical  expenses,  preventing 
or  delaying  costlier  institutionalization,  and  often  making  employment  pos- 
sible. 

H.R.  5264,  introduced  by  the  distinguished  Chairman  of  the  Subcommittee, 
Mr.  Rostenkowski,  would  amend  the  Medicare  law  to  authorize  the  President 
to  enter  into  agreements  establishing  reciprocal  arrangements  between  Medi- 
care and  the  health  programs  of  foreign  countries.  This  legislation  would 
make  it  possible  for  eligible  beneficiaries  to  receive  Medicare  coverage  for 
health  services  received  overseas. 
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Mr.  Chairman,  as  you  know,  a  number  of  older  Americans — persons  other- 
wise entitled  to  Medicare  benefits — live  in  foreign  countries.  Even  for  those 
who  simply  visit  other  countries,  health  services  cannot  be  covered  under 
Medicare,  except  in  a  very  few  cases.  This  bill  would  make  it  possible  for 
the  President  to  negotiate  reciprocal  agreements  for  the  provision  of  these 
services.  Its  enactment  would  represent  an  important  step  forward  in  assuring 
health  care  coverage  to  all  Americans. 

H.R.  1127  would  provide  Medicare  Part  B  coverage  of  eyeglasses,  hearing 
aids,  and  dentures.  After  holding  a  hearing  on  "Medical  Appliances  and  the 
Elderly,"  our  Committee  was  shocked  to  find  that  the  massive  needs  of  the 
elderly  for  these  devices  was  unmet  because,  in  many  cases,  the  elderly  can- 
not afford  them  and  because  public  and  private  health  benefit  programs  have 
provided  only  limited  help  in  this  area.  As  a  result,  over  5  million  elderly 
Americans  are  wearing  glasses  which  need  correction.  6.2  percent  of  those 
elderly  people  without  natural  teeth  also  have  no  dentures,  and  8  percent  of 
the  elderly  are  unable  to  hear  words  spoken  in  a  normal  voice. 

H.R.  9720  would  establish  in  law,  rather  than  in  regulations,  the  rights 
of  nursing  home  patients.  This  legislation,  which  has  been  introduced  by  the 
Ranking  Minority  Member  of  our  Aging  Committee's  Subcommittee  on  Health, 
Mr.  Cohen,  would  enable  us  to  implement  basic  guarantees  of  compassionate 
treatment  of  patients.  It  would  set  up  a  two-tier  enforcement  mechanism  to 
ensure  that  the  basic  civil  rights  of  patients  are  not  infringed.  The  aggrieved 
patient  can  file  a  complaint  with  the  State  after  which  a  present  administra- 
tive fine  would  be  levied  against  the  offending  institution  thereby  bringing 
most  complaints  to  a  quick  and  simple  resolution.  Those  patients  or  institu- 
tions dissatisfied  with  the  administrative  fee  schedule  may  appeal  the  matter 
to  the  courtsi.  Since  this  legislation  also  provides  for  the  codification  of 
patients'  rights  in  law,  the  courts  have  the  necessary  direction  to  effectively 
undertake  review  of  these  kinds  of  cases. 

I  am  pleased  to  be  the  prime  cosponsor  of  this  bill  and  strongly  urge  your 
Subcommittee  to  adopt  it  as  part  of  the  Medicare  amendments  you  are  con- 
sidering. 

The  question  has  been  raised  of  what  to  do  about  proprietary  (for-profit) 
home  health  agencies. 

Mr.  Chairman,  our  Committee  held  a  joint  hearing  with  the  Senate  Aging 
Committee  on  this  very  question  because  HEW  was  considering  some  regula- 
tions. The  for-profit  agencies  testified  that  they  should  be  permitted  to 
render  services  regardless  of  state  licensure. 

But  the  nonprofit  organizations  as  well  as  senior  citizen  consumer  groups 
testified  that  proprietaries  should  not  be  allowed  Federal  reimbursement  with- 
out state  licensure  requirements. 

HEW  had  to  concede  in  testimony  that,  without  adequate  controls,  a  large 
for-profit  chain  could  go  into  a  market,  underprice  a  small  nonprofit  com- 
petitor, wipe  him  out,  and  then  control  the  local  market  and  jack  up 
prices. 

The  press  began  to  focus  on  the  problem  as  well,  and  HEW  withdrew  the 
regulation  which  would  have  allowed  unlicensed  proprietaries  under  Medicaid. 

Mr.  Chairman,  I  have  no  problem  supporting  allowing  Medicare  services  by 
proprietary  agencies,  but  only  after  strict  standards  are  set  up  to  guarantee 
quality  service  and  reasonable  prices. 

Mr.  Rostenkowski.  Thank  you, 

Mr.  Cohen  is  listed  as  a  witness.  Perhaps  he  could  go  next. 

STATEMENT  OF  HON.  WILLIAM  S.  COHEN,  A  REPRESENTATIVE  IN 
CONGRESS  PROM  THE  STATE  OP  MAINE 

Mr.  Cohen.  Could  I  inquire,  do  you  intend  to  break  for  the  vote? 

Mr.  Rostenkowseii.  It  is  the  custom  that  at  the  next  bell  we  will 
leave  for  7  or  8  minutes  and  return. 

Mr.  Cohen.  Mr.  Chairman,  I  would  take  this  opportunity  to  first 
of  all  request  that  I  ask  unanimous  consent  to  have  my  written 
testimony  placed  in  the  record. 
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Mr.  Eostenkowski.  Your  entire  statement  will  be  included  in  the 
record. 

Mr.  Cohen.  First,  I  want  to  commend  you  for  holding  these  hear- 
ings, a  pledge  you  made  back  in  September  1977  when  one  of  these 
issues  was  raised  by  myself  and  Congressman  Pepper.  Although 
you  characterize  the  items  for  discussion  as  low-cost  and  noncon- 
troversial,  they  are  terribly  important  to  our  efforts  to  enhance  the 
quality  of  life  for  our  senior  citizens. 

The  first  issue  I  would  like  to  address  myself  to  is  that  of  patients' 
rights.  Some  time  ago  back  in  1973  I  introduced  the  first  measure 
dealing  with  patients'  rights  and  since  that  time  many  of  those  rights 
have  been  put  into  effect  through  HEW  regulations. 

Now  I  feel  that  the  time  has  come  for  the  codification  in  law  of 
these  patients'  rights.  I  would  point  out  to  the  chairman  that  this  

Mr.  Eostenkowski.  Could  I  interrupt  you,  Mr.  Cohen  ? 

Are  you  going  to  testify  as  well  ? 

Ms.  Meyner.  Yes,  I  will,  Mr.  Chairman. 

Mr.  Eostenkowski.  Are  you  going  to  testify,  Congressman 
Drinan  ? 

Mr.  Drinan.  Just  briefly.  I  will  submit  a  statement. 

Mr.  Eostenkowski.  Those  of  you  who  would  like  to  testify,  if 
you  would  like  to  answer  the  roll  and  then  return,  Congressman 
Burleson  will  be  here.  He  has  already  voted. 

Mr.  Abdnor.  Could  I  just  submit  a  statement  for  the  record? 

Mr.  Eostenkowski.  Without  objection,  any  statement  you  submit 
will  be  put  in  the  record. 

Mr.  Abdnor.  Thank  you. 

[The  following  was  submitted  for  the  record :] 

Statement  of  Hon.  James  Abdnor,  a  Representative  in  Congress 
From  the  State  of  South  Dakota 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  the  committee 
today. 

Last  Friday's  Washington  Post  carried  this  headline :  "Shortage  of  Space  in 
Nursing  Homes  Plagues  Elderly." 

The  article  pointed  out  the  plight  of  elderly  citizens  in  the  District  of 
Columbia  who  are  occupying  hospital  beds  unnecessarily  because  they  cannot  be 
accommodated  in  nursing  homes.  Statistics  were  cited  comparing  the  costs  of 
such  hospital  care,  with  the  cost  of  care  in  local  nursing  homes.  It  is  foolish 
to  believe  the  situation  in  Washington  is  an  isolated  instance. 

Mr.  Chairman,  a  similar  article  might  be  written  concerning  the  number 
of  elderly  now  residing  in  nursing  homes  who  might  otherwise  still  be  living 
in  their  own  homes  if  only  some  of  our  Medicare-Medicaid  regulations  were 
revised  and  if  appropriate  health  services  were  available. 

We  are  all  familiar  with  the  Report  of  the  Comptroller  General  stating: 
"Until  older  people  become  greatly  or  extremely  impaired,  the  cost  for  home 
services,  including  the  large  portion  provided  by  families  and  friends,  is 
less  than  the  cost  of  putting  these  people  in  institutions." 

The  cost  of  home  care  versus  nursing  home  care  cannot  be  measured  in 
terms  of  dollars  alone.  There  are  few  in  nursing  homes  today  who  would 
not  prefer,  by  far,  to  be  in  their  own  homes  if  they  had  a  little  help. 

Mr.  Chairman,  I  heartily  endorse  the  resolution  of  the  Select  Committee 
on  Aging  reiterating  its  support  for  expansion  of  home  health  benefits  as  an 
alternative  for  institutionalization  and  calling  on  this  Committee  to  consider 
legislation  addressing  these  goals. 

Such  legislation  could  help  assure  those  elderly  truly  needing  nursing 
home  care  a  bed  in  the  home  rather  than  in  the  hospital.  Such  legislation  also 
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could  forestall — perhaps  indefinitely — the  need  for  institutional  care  for 
many,  who  today  have  little  choice  but  to  seek  nursing  home  care  in  their 
later  years. 

Mr.  Chairman,  we  have  here  a  rare  opportunity  to  be  both  compassionate 
and  economical. 
Thank  you. 

Mr.  Bostenkowski.  If  you  would  like  to  continue,  Congressman 
Cohen,  please  proceed. 

Mr.  Cohen.  I  can  continue  for  a  couple  more  minutes,  Mr.  Chair- 
man. 

Mr.  Rostenkowski.  All  right. 

Mr.  Cohen.  The  time  has  come  for  codification  of  these  patients' 
rights  because  of  an  inconsistency  in  the  application  of  the  rights 
and  the  hesitancy  on  the  part  of  the  administration  to  fully  enforce 
them. 

In  fact,  some  consideration  was  given  to  actually  withdrawing 
the  regulations  because  of  the  lack  of  effective  enforcement. 

Perhaps  the  greatest  problem  we  have  is  that  the  only  Federal 
remedy  is  total  cut-off  of  reimbursement  and  the  Federal  Govern- 
ment is  reluctant  to  withdraw  its  share  of  dollars  from  a  facility 
which  would  force  the  facility  to  close  down. 

We  don't  want  to  be  in  a  position  of  closing  facilities,  not  merely 
because  there  is  no  other  source  of  care  available  in  an  area  but  re- 
location of  patients  could  serve  to  compound  the  problems  of  the 
patients  themselves  so-called  transfer  shock. 

In  other  words,  the  cure  in  this  case  might  very  well  be  worse 
than  the  illness  itself. 

So,  for  those  reasons  I  have  redrafted  this  measure  to  apply  to 
long-term  care  facilities  only  and  set  forth  at  some  length  the  pa- 
tients' rights  that  would  be  protected. 

It  also  sets  forth  an  enforcement  mechanism  that  would  provide 
for  graduated  penalties  for  institutions  who  violate  patients'  rights 
and  sets  up  a  procedure  whereby  patient  complaints  can  be  proc- 
essed fairly  and  quickly. 

It  also  has  built  into  it  administrative  enforcement  procedures 
which  provide  explicit  checks  on  unwarranted  and  inappropriate  use 
of  rights  by  patients  or  providers  and  to  prevent  any  harrassment 
or  abuse  of  the  process. 

If  I  could,  Mr.  Chairman,  I  would  like  to  suspend,  run  over  and 
vote  and  come  back.  It  would  take  two  or  three  minutes. 

Mr.  Bueleson  [presiding].  Do  we  have  any  other  witnesses  here? 

Well,  if  another  witness  should  appear,  then  we  will  take  up  where 
you  left  off. 

Mr.  Cohen.  I  will  be  back  within  3  minutes. 

[A  brief  recess  was  held  for  voting  purposes.] 

Mr.  Burleson.  The  subcommittee  will  come  to  order. 

We  will  continue  to  hear  Congressman  Cohen. 

Mr.  Cohen.  Next  we  have  benefits  furnished  abroad. 

As  the  subcommittee  is  aware,  social  security  legislation  enacted  in 
1972  added  two  more  exceptions  to  the  general  exclusion  of  services 
renderd  abroad. 

One  permits  payment  to  be  made  for  a  U.S.  resident  in  a  border 
State  who  lives  nearer  to  a  suitable  foreign  hospital  than  to  the 
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nearest  U.S.  hospital  that  is  adequately  equipped  to  meet  his  needs. 

For  these  beneficiaries,  benefits  can  be  paid  without  regard  to 
whether  an  emergency  existed  or  where  the  illness  or  injury  took 
place. 

The  second  exception  provided  benefits  for  U.S.  residents  who 
are  forced  by  a  medical  emergency  to  be  hospitalized  in  Canada  while 
traveling  to  or  from  Alaska  and  another  State. 

The  number  of  United  States  citizens  traveling  abroad  has 
increased  dramatically  over  the  past  25  years.  The  number  of 
American  civilians  who  traveled  abroad  by  sea  or  air  has  increased 
from  650,000  in  1950  to  8.8  million  in  1973.  There  were,  in  addition, 
many  other  Americans  wmo  traveled  to  Canada  or  Mexico  using 
ground  transportation. 

While  it  is  true  that  not  all  those  traveling  are  eligible  for  medi- 
care, and  consequently  at  risk  if  hospitalization  occurs,  the  various 
provisions  for  paying  medicare  benefits  abroad  are  very  important 
to  the  relatively  few  aged  and  disabled  U.S.  citizens  who  are  involved. 

However,  current  law  meets  only  a  part  of  the  problem.  For  those 
who  lose  their  medicare  eligibility  because  they  do  not  meet  the  nar- 
row limitations  of  the  law,  hospitalization  abroad  could  lead  to 
financial  ruin. 

It  was  with  this  in  mind  that  I  introduced  H.R.  1639,  which  would 
amend  title  XVIII  of  the  Social  Security  Act  to  enable  a  medicare 
beneficiary  to  secure  benefits  for  emergency  hospital  care  and  related 
physician  and  ambulance  services  received  in  foreign  countries. 

The  benefits  would  be  paid  for  emergency  expenses  only,  and  as- 
sistance would  be  discontinued  if  the  patient  remained  in  the  for- 
eign hospital  after  it  became  feasible  to  transfer  him  to  a  suitable 
facility  in  the  United  States. 

Of  the  30  million  people  eligible  for  medicare  benefits  in  the 
United  States,  authorities  estimate  that  nearly  150,000  would  be 
lefranchised  by  my  bill,  a  relatively  small,  but  important  group  of 
American  citizens. 

In  addition,  there  is  ample  precedent  for  continuing  the  health 
insurance  protection  of  insured  persons  while  they  are  absent  from 
the  United  States. 

In  light  of  the  seemingly  uncontrollable  budget  of  the  Federal 
health  care  programs,  we  are  all  concerned  with  costs.  Yet,  bear  in 
mind  that  these  people  have  previously  established  their  right  to 
these  services  through  thir  contributions  into  the  Medicare  system. 

Furthermore,  costs  of  health  care  in  the  United  States  are  higher 
than  in  almost  every  other  country.  In  any  event,  limitation  in  my 
bill  assure  that  costs  ivill  not  exceed  what  is  paid  in  the  United 
States. 

As  a  result,  extension  of  medicare  abroad,  will  be  less  costly  than 
if  those  eligible  were  taken  care  of  at  home,  as  they  are  entitled  to  be. 

I  would  note  that  the  gentleman  from  Illinois  lias  introduced 
comparable  legislation  and  I  would  simply  suggest  that  my  legisla- 
tion is  only  a  first  step  in  solving  the  problem  of  medicare  bene- 
ficiaries abroad. 

In  addition,  I  think  we  have  to  consider  those  older  Americans 
actually  living  abroad  when  we  consider  this  legislation. 


58 


Mr.  Chairman,  at  this  point  I  would  ask  unanimous  consent  to 
insert  into  the  record  a  letter  I  received  from  Dr.  R.  A.  Armstrong, 
the  Director  General  of  Health  Insurance  in  Canada,  which  high- 
lights Canada's  experience  in  paying  for  health  services  abroad. 

While  Canada's  program  is  much  more  extensive  than  the  one  I 
have  suggested  today,  I  believe  you  will  find  the  information  of 
worth. 

Mr.  Burleson.  Without  objection,  the  letter  will  be  included  in  the 
record. 

[The  letter  follows:] 

Health  an  Welfare  Canada, 

Health  Programs  Branch, 
Ottawa,  Ontario,  Canada,  February  24, 1975. 

Mr.  William  S.  Cohen, 

Member  of  Congress,  House  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  Cohen  :  Thank  you  for  your  enquiry  with  respect  to  the 
out-of-province  benefits  provided  under  Canada's  programs  in  the  health  in- 
surance field.  In  replying,  I  am  assuming  that  you  have  some  knowledge  of  the 
Canadian  scene,  and  are  aware  that  in  Canada,  which  is  a  federal  state, 
national  health  insurance  is  achieved  through  a  series  of  interlocking  pro- 
vincial plans.  The  federal  government  does  not  normally  receive  information 
from  provincial  plans  on  the  number  of  individuals  served  by  the  location  of 
service.  Rather,  the  data  provided  us  are  based  primarily  upon  the  number 
of  insured  services  and  the  cost  of  these  services.  I  can,  however,  advise  that 
roughly  8/10  of  1%  of  the  insured  services  and  1%  of  the  payments  made  by 
provincial  health  insurance  plans  represents  services  received  by  insured 
residents  outside  their  home  province,  and,  of  these  about  1/5  of  the  services 
and  1/4  of  the  payments  are  for  services  outside  of  Canada,  mostly  in  the 
U.S.A.  The  higher  percentages  for  payments  as  opposed  to  services  can  likely 
be  explained  by  presuming  that  the  majority  of  out-of-province  services  arise 
from  emergency  situations  and  hence  are,  on  average,  more  costly  per  service. 
While  these  percentages  are  true  for  the  country  as  a  whole,  there  are  in- 
dividual provincial  variations,  particularly  where  a  province  has  no  medical 
school  or  major  referral  centre,  and  where  a  province  has  no  major  hospitals 
close  to  the  U.S.  border,  in  which  cases  there  would  be  a  greater  percentage 
of  insured  services  rendered  in  the  U.S.  Over  99%  of  our  population  of  some 
22.5  million  are  insured  under  provincial  health  insurance  plans.  The  total 
cost  of  insured  services  covered  by  these  plans  and  shareable  under  the 
federal  Hospital  Insurance  and  Medical  Care  Programs  are  currently  estimated 
to  be  running  about  $5.3  billion  annually,  approximately  half  of  which  is 
reimbursed  the  provinces  by  the  federal  government. 

The  relevant  federal  legislation  which  permits  the  federal  government  to 
share  in  the  costs  of  the  insured  services  of  the  provincial  plans  contains 
the  minimum  requirements  which  the  provinces  must  meet  in  order  to  qualify 
for  federal  financial  support.  Federal  legislation  is  sufficiently  flexible  to 
allow  for  varying  administrative  practices  amongst  the  provinces.  Initially, 
internal  portability  problems  were  experienced  by  a  small  number  of  Canadi- 
ans, such  as  transient  workers,  workers  on  coastal  vessels,  etc.,  who  never 
clearly  established  residence  in  any  one  province.  Over  the  years,  through 
excellent  inter-provincial  co-operation,  with  the  federal  government  taking  on 
the  role  of  catalyst  at  times,  agreements  on  eligibility  and  portability  have 
evolved  including  a  supplementary  fund  contributed  to  by  all  the  provinces  and 
the  federal  government  to  meet  unexpected  contingencies.  As  a  result,  I  feel 
it  safe  to  say  that  residents  of  Canada  are  not  in  danger  of  inadvertently  losing 
coverage  through  no  fault  of  their  own. 

Recognizing  the  mobility  of  Canadians,  federal  legislation  requires  that  the 
benefits  of  the  provincial  hospital  and  medical  care  insurance  plans  be  portable 
when  the  beneficiary  is  temporarily  absent  anywhere  in  the  world,  as  well  as 
when  he  is  moving  his  place  of  residence  from  one  province  to  another  (pro- 
vided any  required  premiums  have  been  paid  if  the  provincial  plans  involved 
are  financed  in  part  by  premium  systems) .  As  well,  agreements  made  by  the 
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provinces  allow  for  temporary  absence  from  Canada  (within  limits)  when 
persons  are  in  transition  from  one  province  to  another. 

Although  there  is  a  high  degree  of  conformity  in  out-of-province  benefits 
within  the  country,  payments  for  services  received  outside  of  Canada  are  not 
standardized.  Outside  Canada  hospital  insurance  benefits  are  described  in  the 
tables  beginning  page  19  in  the  accompanying  booklet  Questions  and  Answers. 
I  would  ask  you  to  note  that  since  publication  of  this  booklet  British  Columbia 
has  raised  its  maximum  rate  payable  for  out-of-country  hospitalization  from 
$50.00  to  $75.00  per  day.  I  should  also  add  that  some  provinces  have  reserved 
the  right  to  require  prior  approval  for  elective,  out-of-province  care  particularly 
when  the  required  services  are  available  within  the  province.  There  is  nu 
increasing  trend  towards  paying  rather  more  generously  for  emergency  care 
out-of-country  and  rather  less  generously  for  elective  care  that  has  deliberately 
been  sought  outside  of  Canada.  Provinces,  generally,  limit  the  amount  payable 
for  the  insured  service  of  physicians  received  on  an  out-of-province  basis  (in- 
cluding out-of-country)  to  the  amount  payable  for  similar  services  rendered 
in  the  province  where  the  patient  is  insured.  However,  at  least  two  medical 
care  plans  pay  at  the  prevailing  rate  in  the  province  where  the  service  is 
rendered.  For  further  information  in  this  general  area,  I  am  enclosing  a  copy 
of  a  table  on  portability  which  describes  benefits  in  certain  cases  of  extended 
absence  from  Canada  as  of  March  1st,  1973,  and  which  essentially  pertains 
today. 

To  supplement  whatever  other  references  you  may  have  at  hand,  I  have 
taken  the  liberty  of  enclosing  informational  material  on  the  federal  programs, 
including  the  aforementioned  Questions  and  Answers.  As  well,  I  have  enclosed 
copies  of  Ontario  and  Nova  Scotia  legislation  as  examples  of  provincial  acts. 
In  these  provinces,  hospital  insurance  and  medical  care  legislation  have  been 
combined.  This  should  make  them  somewhat  simpler  to  persue  than  the  legis- 
lation of  some  other  provinces  where  as  result  of  historical  evolution,  pertinent 
legislation  and  administrative  arrangements  remains  separate. 

I  trust  this  information  will  be  of  assistance  to  you. 
Yours  very  truly, 

R.  A.  Armstrong,  M.D., 
Director  General,  Health  Insurance. 

Mr.  Cohen.  Finally,  Mr.  Chairman,  I  would  like  to  comment 
briefly  about  home  health  services. 

I  believe  Chairman  Pepper  has  adequately  addressed  this  issue  in 
both  his  oral  testimony  and  his  written  statement,  but  I  would  simply 
like  to  reiterate  my  support  for  extending  home  health  coverage 
benefits. 

I  think  it  is  unfortunate  that  we  in  this  country  have  adopted  a 
health,  care  system  which  classifies  people  65  or  over  as  being  well 
or  healthy,  therefore  entitled  to  no  benefits  or,  sick,  and  therefore 
required  to  seek  some  sort  of  institutionalized  care. 

As  Chairman  Pepper  cited,  present  changes  could  be  made  in  our 
law  which  would  improve  the  availability  of  home  health  services 
and  act  as  a  disincentive  to  institutionalization  without  prohibitive 
increases  in  costs. 

Costs  are  a  factor  in  every  public  policy  decision.  The  GAO  report 
projected  the  1-year  cost  of  eliminating  the  home  visit  limit  at  $12.5 
million,  or  just  2  percent  of  current  home  health  costs. 

The  cost  of  deleting  the  prior-hospitalization  requirement  would 
also  amount  to  $12.5  million.  These  sums  would  be  a  small,  cost 
effective  price  to  pay  to  make  our  national  health  program,  which 
costs  $120  billion  a  year,  responsive  to  the  needs  and  desires  to  those 
served  by  it. 

For  this  reason,  the  full  Select  Committee  on  Aging  unanimously 
endorsed  a  resolution  on  February  2,  calling  upon  your  committee 
to  consider  these  issues  during  this  Congress. 


60 


I  congratulate  you  for  your  genuine  interest  in  doing  so. 

While  the  GAO  report 'did  not  address  the  costs  involved  in  the 
addition  of  an  evaluation  visit  before  transfer  from  an  institution, 
I  would  briefly  like  to  mention  that  the  lack  of  reimbursement  for 
initial  visits  has  worked  a  hardship  on  many  agencies  which  absorb 
these  costs,  or  more  importantly,  on  the  many  senior  citizens  forced 
to  pay  for  this  service  on  their  own. 

Eecognizing  the  need  for  careful  and  continuous  assessment  and 
followup  of  the  multifaceted  health  and  social  needs  of  the  elderly, 
I  introduced  a  bill  with  Mr.  Pepper,  which  has  been  incorporated 
into  the  legislation  reauthorizing  the  Older  Americans  Act. 

That  legislation  would  provide  for  demonstration  grants  for  com- 
rmunity-based  patient  assessment,  referral  and  followup. 

Until  such  programs  become  available  to  all  our  senior  citizens, 
the  addition  of  an  evaluation  visit  would  be  a  welcomed  benefit. 

Finally,  I  would  like  to  associate  myself  with  the  proposal  to 
eliminate  the  licensing  requirement  for  proprietary  home  health 
agencies. 

The  licensing  requirement  is  unique  to  the  home  health  industry 
and  as  such  blatantly  discriminates  against  this  one  type  of  health 
care  provider. 

A  close  review  of  the  facts  shows  that  only  20  States  have  moved 
tc  extend  licensure  to  those  agencies.  Furthermore,  HEW  has  cir- 
culated an  inhouse  report  which  admits  that  State  licensure  adds 
little  or  nothing  to  the  quality  of  patient  care. 

As  the  chairman  of  the  subcommittee  knows,  I  have  advocated 
for,  and  with  his  assistance,  amended  legislation  during  committee 
consideration  of  what  is  now  Public  Law  95-142,  requirements  for 
standards  of  quality  assurance  and  utilization  control  in  the  home 
health  industry. 

With  these  standards  in  place  I  would  not  hesitate  to  make  the 
home  health  benefit  and  provider  changes  as  mentioned,  because 
institutionalization  of  patients  is  much  more  costly:  keeping  the 
patient  at  home  is  more  humane  and  decent  for  the  people  who 
deserve  better  treatment. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  William  S.  Cohen,  a  Representative  in  Congress  From 

the  State  of  Maine 

Mr.  Chairman,  I  am  pleased  to  join  Mr.  Pepper,  the  ahle  Chairman  of  the 
House  Select  Committee  on  Aging,  in  commending  you  for  bringing  to  pass 
this  hearing  on  a  variety  of  Medicare  issues.  Although  "low-cost  and  non- 
controversial" — to  use  your  description — the  changes  suggested  by  the  topics 
on  the  agenda  will  further  our  efforts  to  adequately  provide  for  the  well-being 
of  our  senior  citizens. 

Of  the  several  topics  open  for  discussion,  I  propose  to  limit  my  remarks  to 
three  items :  patients'  rights,  Medicare  benefits  abroad,  and  home  health  serv- 
ices. 

patients'  rights 

I  salute  you  for  fulfilling  your  promise  to  hold  hearings  on  the  issue  of 
patients'  rights  made  during  floor  consideration  of  the  Medicare  and  Medicaid 
Anti-Fraud  and  Abuse  Act  last  September.  In  fulfilling  that  promise,  we  move 
one  step  closer  to  fulfilling  a  long  sought  objective  of  those  intimately  involved 
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in  the  protection  of  rights  and  privileges  that  the  non-institutionalized  often 
take  for  granted. 

Something  happens  when  a  person  hecomes  a  patient.  Simple,  familiar 
activities,  such  as  rising  and  going  to  bed,  mealtimes,  baths,  and  visiting  with 
others,  become  suddenly  strange  and  restricted.  The  more  dependent  a  person 
is  over  time,  the  more  likely  it  is  that  he  will  become  a  mere  cog  in  a  regu- 
lated, regimented  existence.  I  sincerely  believe  that  the  open  recognition  of 
and  commitment  to  patients'  rights  should  not  loom  as  a  threatening  proposi- 
tion to  facilities.  Rather,  it  should  serve  as  a  constant  reminder  that  the 
patient,  once  again,  is  a  person. 

The  concept  of  a  statement  of  patients'  rights  is  not  new.  Spurred  by  legisla- 
tion introduced  in  the  Congress,  HEW  issued  regulations  on  patients'  rights 
which  were  finally  implemented  for  SNF's  in  October,  1974,  and  ICF's  in  June, 
1976.  The  lack  of  uniformity,  the  inadequacy  of  enforcement,  and  the  absence 
of  statutory  authority,  however,  has  kept  this  issue  alive  for  legislative  con- 
sideration. 

There  is  a  difference  between  a  right  that  is  legally  enforceable  and  one  that 
is  merely  desirable.  The  absence  of  statutory  authority  for  patients'  rights 
leaves  those  rights  at  risk.  For  example,  there  was  some  degree  of  discussion  as 
to  whether  or  not  the  patients'  rights  regulations  should  be  retained  in  HEW's 
rewrite  of  its  health  standards.  The  Director  of  the  Health  Standards  and 
Quality  Bureau  hasn't  favored  the  inclusion  of  patients'  rights  because  of  the 
belief  that  they  are  not  enforceable.  In  fact,  at  the  Director's  recommendation^ 
a  statement  of  patients'  rights  was  dropped  from  regulations  governing  rural 
health  clinics.  As  it  turned  out,  the  Director  did  relent  at  the  insistence  of 
others  concerned  about  the  moral  significance  of  patients'  rights  and  agreed  to 
retain  them  in  the  recently  released  rewrite  specifications,  which  will  form  the 
basis  for  the  new  standards  regulations.  However,  if  legislation  had  been 
enacted  guaranteeing  patients'  rights  for  residents  of  long-term  care  facilities, 
this  would  not  have  been  a  point  of  contention. 

On  the  other  hand,  there  are  precedents  where  some  patients'  rights  that 
were  at  one  time  without  legal  sanctions  are  today  protected  by  the  law.  The 
most  recent  right  to  be  codified  is  contained  in  public  law  95-142,  which  al- 
lows the  patient  to  manage  his  own  financial  affairs.  Nevertheless,  the  piece- 
meal consideration  we  have  given  to  patients'  rights  in  the  eyes  of  the  law 
has  only  served  to  fragment  and  dilute  the  need  to  unify  and  rationalize 
patients'  rights  into  an  understandable  statement. 

Enforcement  is  one  of  the  greatest  problems  associated  with  Federal  in- 
volvement in  long-term  care.  As  an  example,  60  percent  of  nursing  home 
revenues  come  from  the  Federal  government,  but  Federal  standards  are  en- 
forced only  through  state  agencies.  Not  only  are  these  agencies  sometimes  less 
than  well  versed  in,  or  committed  to  these  regulations,  but  at  this  point  they 
are  not  prepared  to  deal  with  the  ramifications  of  such  enforcement.  At 
present,  the  only  Federal  remedy  is  a  total  cutoff  of  reimbursement.  The 
Federal  government  has  been  reluctant  to  withdraw  its  share  of  dollars 
from  a  facility  since  such  action  would  frequently  force  the  facility  to  close 
down.  We  do  not  want  to  be  in  the  business  of  closing  facilities,  not  merely 
because  other  sources  of  care  may  not  be  available  in  the  area,  but  because 
the  relocation  of  patients  could  serve  to  compound  the  problems  of  the 
patients  themselves — so-called  "transfer  shock." 

The  inadequacy  of  existing  patients'  rights  guarantees  was  pointed  out  in  a 
report  prepared  by  the  AFL-CTO  entitled,  "America's  Nursing  Homes :  Profit  in 
Human  Misery."  Among  its  many  recommendations  was  a  call  for  a  strictly 
enforced  bill  of  rights  for  nursing  home  patients. 

Likewise,  many  states  recognizing  the  ineffectiveness  of  Federal  enforce- 
ment mechanisms  have  passed  their  own  laws.  However,  as  much  as  we  sup- 
port individual  states  in  their  efforts  to  improve  upon  the  current  situation, 
enforcement  of  rights  should  not  vary  depending  on  the  location  of  alleged 
violations.  Patients'  rights  are  national  in  scope,  national  in  application,  and 
should  be  nationally  enforced. 

H.R.  9720,  as  amended,  deals  with  each  of  these  issues  I  have  just  de- 
fined. The  legislation,  which  I  have  introduced  with  Chairman  Pepper  and 
other  members  of  the  Congress,  was  developed  in  consultation  with  individuals 
who  originally  worked  on  the  patient's  rights  regulations  in  HEW  and  legal 
experts  in  the  field  familiar  with  the  problems  resulting  from  the  shortcomings 
of  our  existing  patients'  rights  policy. 
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The  rights  contained  in  H.R.  9720  reflect  those  currently  in  regulation. 
Basically,  these  rights  share  two  common  purposes.  Some  are  aimed  at  pro- 
tecting patients,  or  prohibiting  certain  practices;  others  are  concerned  with 
enhancing  the  quality  of  a  patient's  life,  or  promoting  certain  practices. 
Briefly,  these  important  guarantees  include: 

The  right  to  the  fullest  possible  exercise  of  civil  and  religious  liberties; 

The  right  to  receive  appropriate  heajth  care  as  reimbursed,  to  participate  in 
planning  total  care  and  medical  treatment  unless  medically  contraindicated  by 
a  physician  in  writing; 

The  right  to  refuse  medication  and  treatment  and  know  the  consequences 
of  such  actions; 

The  right  to  be  free  from  chemical  or  physical  restraints,  except  under  a 

doctor's  orders ; 

The  right  of  privacy  for  personal  needs  and  records,  and  security  in 
storing  and  using  personal  possessions; 

The  right  to  full  information  in  writing  concerning  services  and  charges 
including  any  charges  for  services  not  covered  by  the  facility's  basic  per 
diem  rate  or  not  covered  under  the  Medicare  and  Medicaid  programs ; 

The  right  to  private  and  unrestricted  communications  with  others; 

The  right  to  present  grievances  without  fear  of  recrimination; 

The  right  to  manage  one's  own  financial  affairs; 

The  right  that  a  patient  will  not  be  transferred  or  discharged  from  a 
facility  solely  because  he  lacks  the  ability  to  pay; 

And,  in  the  case  of  nursing  homes,  the  right  to  privacy  with  one's  spouse. 

In  return,  the  patient  accepts  the  responsibility  to  obey  all  reasonable 
regulations  of  the  facility  and  to  respect  the  personal  rights  and  private 
property  of  the  other  patients.  If  the  patient  should  be  adjudicated  incom- 
petent in  accordance  with  state  law  and  not  be  restored  to  legal  capacity,  the 
above  rights  and  responsibilities  devolve  upon  a  sponsor  or  guardian.  These 
rights  are  in  large  part  a  reaffirmation  of  those  patient  guarantees  set  forth 
in  regulations. 

In  order  to  enforce  these  rights,  H.R.  9720  establishes  a  system  of  graduated 
penalities  for  institutions  which  are  found  to  violate  patients'  rights  and  sets 
up  a  procedure  by  which  patient  complaints  can  be  processed  fairly  and 
quickly. 

Under  this  new  grievance  procedure,  patients  who  believe  their  rights 
have  been  abridged,  or  persons  acting  in  their  behalf,  can  file  a  complaint  with 
the  appropriate  state  agency.  This  agency  would  investigate  the  complaint  and 
file  a  report  within  twenty  days.  After  the  investigative  report  is  filed,  the 
facility  would  have  the  opportunity  for  a  hearing  if  requested  within  fifteen 
days.  Proven  violations  of  the  bill  of  rights  could  lead  to  the  imposition  of 
penalties  as  determined  by  the  Secretary  of  HEW  of  no  greater  than  $500 
per  instance,  except  in  the  case  of  retaliation  against  the  complainant  by  the 
offending  facility,  in  which  case,  the  fine  could  reach  $1,000.  After  these  ad- 
ministrative remedies  are  exhausted,  any  decision  by  the  state  agency  could 
be  appealed  to  the  U.S.  District  Court  or  a  state  court  of  competent  jurisdic- 
tion within  sixty  days  by  either  party  involved  in  the  complaint.  At  the  time 
of  the  request  for  the  hearing,  the  amount  of  the  fine  would  be  held  in  escrow 
until  the  court  reached  a  verdict.  Final  judgment  on  a  violation  will  result 
in  the  release  of  the  penalty  to  the  aggrieved  party.  Should  this  reward  go 
to  the  patient,  it  will  not  be  counted  as  income  or  resources  for  purposes  of 
determining  eligibility  of  an  individual  or  his  or  her  family  for  assistance 
under  the  Medicaid  program,  or  for  aid,  assistance  or  benefits  in  any  form 
under  any  Federal  program,  or  any  state  or  local  program  financed  in  whole 
or  in  part  with  Federal  funds  Furthermore,  costs  incurred  by  a  state  agency 
in  carrying  out  its  functions  and  responsibilities  under  this  subsection  shall 
be  considered  administrative  costs  under  the  Medicare  and  Medicaid  pro- 
grams and  be  approved  for  purposes  of  Federal  reimbursement. 

I  have  been  especially  careful  to  build  in  administrative  and  enforcement 
procedures  which  provide  explicit  checks  on  unwarranted  or  inappropriate  use 
of  the  rights  guaranteed  by  either  the  patient  or  the  provider.  In  any  case 
where  the  patient  or  facility  brings  an  action  which  is  determined  to  consti- 
tute harassment,  such  patient  or  facility  must  pay  all  legal  fees  and  costs, 
including  reasonable  attorney's  fees  incurred  by  the  state  agency  in  connection 
with  its  decision. 
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Several  of  the  states  I  mentioned  which  have  moved  on  their  own  to  improve 
the  enforcement  of  patients'  rights  have  adopted  administrative  fine  systems. 
Those  states  have  pointed  out  how  the  fine  system  increased  their  flexibility 
to  deal  with  rights'  abuses.  As  contrasted  to  other  fine  systems,  such  as  traf- 
fic violations  where  the  fine  goes  to  the  state,  it  is  important  to  note  that 
the  fine  system  envisioned  by  this  legislation  would  go  directly  to  the  person 
who  was  wronged. 

Patients  are  not  required  to  avail  themselves  of  the  protections  outlined 
in  this  bill  when  they  have  a  grievance.  Hopefully,  long-term  care  facilities 
will  develop  in-house  procedures  to  address  patient  grievances  before  the 
sanctions  of  this  legislation  are  brought  to  bear.  I  believe  that  these  pro- 
visions will  only  be  used  when  there  are  clear  and  repeated  instances  of  viola- 
tions of  basic  patients'  rights  recognized  in  our  definition  of  good  care.  For  it 
is  only  when  persons  are  treated  anonymously  and  inhumanely  that  they  feel 
compelled  to  take  action  against  those  in  whom  they  have  entrusted  their 
health  and  lives.  To  reiterate,  this  bill  will  in  many  instances,  except  those  of 
gross  medical  malpractice,  provide  a  viable  alternative  to  more  costly  measures 
such  as  law  suits. 

MEDICARE  BENEFITS   FOR   SERVICES   FURNISHED  ABROAD 

As  you  know,  under  the  present  Medicare  law,  hospital  and  related  services 
furnished  abroad  are  covered  only  when  provided  in  Canada  or  Mexico  and 
even  then  only  under  very  limited  circumstances.  First,  benefits  can  be  paid 
where  the  beneficiary  is  hospitalized  in  Mexico  or  Canada  as  the  result  of  an 
emergency  that  arose  in  the  United  States.  This  coverage  applies  only  where 
the  foreign  hospital  is  either  nearer  to,  or  more  accessible  than,  the  nearest 
suitable  United  States  hospital. 

Social  Security  legislation  enacted  in  1972  added  two  more  exceptions  to 
the  general  exclusion  of  services  rendered  abroad.  One  permits  payment  to  be 
made  for  a  U.S.  resident  in  a  border  state  who  lives  nearer  to  a  suitable 
foreign  hospital  than  to  the  nearest  U.S.  hospital  that  is  adequately  equipped 
to  meet  his  needs.  For  these  beneficiaries,  benefits  can  be  paid  without  regard 
to  whether  an  emergency  existed  or  where  the  illness  or  injury  took  place.  The 
second  exception  provided  benefits  for  U.S.  residents  who  are  forced  by  a 
medical  emergency  to  be  hospitalized  in  Canada  while  traveling  from  Alaska 
to  another  state. 

The  number  of  United  States  citizens  travelling  abroad  has  increased 
dramatically  over  the  past  25  years.  The  number  of  American  civilians  who 
travelled  abroad  by  sea  or  air  has  increased  from  650,000  in  1950  to  8.6  million 
in  1973.  There  were  in  addition,  many  other  Americans  who  travelled  to 
Canada  or  Mexico  using  ground  transportation. 

While  it  is  true  that  not  all  those  travelling  are  eligible  for  Medicare,  and 
consequently  at  risk  if  hospitalization  occurs,  the  various  provisions  for 
paying  Medicare  benefits  abroad  are  very  important  to  the  relatively  few  aged 
and  disabled  U.S.  citizens  who  are  involved.  However,  they  meet  only  a  part 
of  the  problem.  For  those  who  lose  their  Medicare  eligibility  because  they  do 
not  meet  the  narrow  limitations  of  the  law,  hospitalization  abroad  could  lead 
to  financial  ruin. 

I  have  introduced  legislation,  H.R.  1639,  which  would  amend  Title  XVIII  of 
the  Social  Security  Act  to  enable  a  Medicare  beneficiary  to  secure  benefits 
for  emergency  hospital  care  and  related  physician  and  ambulance  services 
received  in  foreign  countries.  The  benefits  would  be  paid  for  emergency  ex- 
penses only,  and  assistance  would  be  discontinued  if  the  patient  remained  in 
the  foreign  hospital  after  it  became  feasible  to  transfer  him  to  a  suitable 
facility  in  the  United  States. 

Of  the  30  million  people  eligible  for  Medicare  benefits  in  the  United  States, 
authorities  estimate  that  nearly  150.000  would  be  reenfranchised  by  my  bill — - 
A  relatively  small,  but  important  group  of  American  citizens. 

There  is  ample  precedent  for  continuing  the  health  insurance  protection  of 
insured  persons  while  they  are  absent  from  the  United  States.  This  is  generally 
provided  for  in  private  health  insurance  plans.  The  Veterans'  Administration 
has  also  demonstrated  that  health  benefits  can  be  made  available  abroad.  It 
provides  health  services  to  veterans  with  service-connected  disabilities  in 
countries  where  there  are  no  U.S.  military  facilities — as  in  France. 
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In  light  of  the  seemingly  uncontrollable  budget  of  Federal  health  care 
programs,  we  are  all  concerned  with  costs.  Yet,  bear  in  mind  that  these  people 
have  previously  established  their  right  to  these  services  through  their  contri- 
butions into  the  Medicare  system.  Furthermore,  costs  of  health  care  in  the 
United  States  are  higher  than  in  almost  every  other  country.  In  any  event, 
limitations  in  my  bill  assure  that  costs  will  not  exceed  what  is  paid  in  the 
United  States.  As  a  result,  extension  of  Medicare  abroad  will  be  less  costly 
than  if  those  eligible  were  taken  care  of  at  home,  as  they  are  entitled  to  be. 

Coming  from  a  state  which  has  a  longer  border  on  foreign  soil  than  on  U.S. 
soil,  the  problems  faced  by  the  elderly  and  disabled  in  need  of  health  services 
while  abroad  is  probably  of  more  concern  to  me  than  to  other  Members  whose 
congressional  districts  border  on  Canada  and  Mexico.  Nevertheless,  all  my 
colleagues  are  potentially  faced  with  the  risk  of  this  problem  if  their  elderly 
and  disabled  constituents  travel  abroad.  In  this  regard,  I  am  pleased  to  note 
that  you.  Mr.  Chairman,  have  introduced  comparable  legislation. 

I  would  suggest  that  my  legislation  is  only  a  first  step  in  solving  the  problem 
of  Medicare  beneficiaries  abroad.  In  addition,  we  need  to  consider  those  older 
Americans  who  live  abroad.  For  example,  in  1973  some  275,000  Americans 
were  drawing  Social  Security  benefits  while  living  in  a  foreign  country,  in- 
cluding almost  40.000  living  in  Canada  and  over  30,000  living  in  Mexico. 
They  too  need  protection  against  medical  bills  that  could  wipe  out  a  lifetime 
of  savings  and  lead  to  the  very  dependency  that  Social  Security  and  its  Medi- 
care program  are  intended  to  prevent. 

I  have  already  inserted  in  the  record  a  letter  I  received  from  Dr.  R.  A.  Arm- 
strong, the  Director  General  of  Health  Insurance  in  Canada,  which  highlights 
Canada's  experience  in  paying  for  health  services  abroad.  While  Canada's  pro- 
gram is  much  more  extensive  than  the  one  I've  suggested  today,  I  believe  you 
will  find  the  information  of  worth. 

HOME   HEALTH  SEEVICES 

Under  the  heading  of  Home  Health  Services,  Mr.  Chairman,  you  proposed 
several  modifications  to  existing  Federal  benefits.  I  would  like  to  draw  your  at- 
tention to  the  work  the  House  Select  Committee  on  Aging,  and  particularly 
our  Subcommittee  on  Health  and  Long-Term  Care,  has  done  under  the 
leadership  of  Chairman  Pepper  in  this  field.  "We  have  conducted  an  extensive 
study  of  the  problems  faced  by  the  nation's  elderly  which  are  attributable  to 
the  gaps,  exclusions,  or  restrictions  contained  in  current  health  benefit 
programs.  One  of  the  most  glaring  gaps  and  artificial  barriers  to  care  results 
from  the  home  health  coverage  benefits.  At  this  time,  the  Subcommittee  is 
working  on  a  report  with  the  Library  of  Congress  which  summarizes  our 
findings  and  recommendations.  In  view  of  the  topics  you  have  selected  for 
consideration  today,  it  is  worth  nothing  that  two  of  the  suggested  liberaliza- 
tions of  the  home  health  benefit — the  elimination  of  the  three-day  prior 
hospitalization  requirement  and  increasing  the  number  of  visits  available- 
are  also  specific  recommendations  in  our  Subcommittee  report. 

Those  recommendations  are  based  on  the  General  Accounting  Office  report 
entitled.  "Home  Health — The  Need  for  a  National  Policy  to  better  provide  for 
the  Elderly."  released  last  December.  As  Chairman  Pepper  mentioned,  GAO 
concluded  that  these  changes  could  improve  the  availability  of  home  health 
services  and  act  as  a  disincentive  to  institutionalization  without  prohibitive 
increases  in  costs. 

Costs  are  a  factor  in  every  public  decision.  The  GAO  report  projected  the 
one-year  cost  of  eliminating  the  home-visit  limit  at  $12.5  million  or  just  2  per- 
cent of  current  home  health  costs.  The  cost  of  deleting  the  prior  hospitalization 
requirement  would  also  amount  to  S12.5  million.  These  sums  would  be  a  small, 
cost-effective  price  to  pay  to  make  our  national  health  program,  which  costs 
$120  billion  a  year,  responsive  to  the  needs  and  desires  to  those  served 
by  it.  For  this  reason,  the  full  Select  Committee  on  A^ing  unanimously  en- 
dorsed a  resolution  on  February  2.  calling  upon  your  Committee  to  consider 
these  issues  during  this  Congress.  I  congratulate  you  for  your  genuine  interest 
in  doing  so. 

TVhile  the  GAO  report  did  not  address  the  costs  involved  in  the  addition  of 
an  evaluation  visit  before  transfer  from  an  institution.  I  would  briefly  like  to 
mention  that  the  lack  of  reimbursement  for  initial  visits  has  worked  a  hard- 
ship on  many  agencies  which  absorb  these  costs,  or  more  importantly  on  the 
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many  senior  citizens  forced  to  pay  for  this  service  on  their  own.  Recognizing 

the  need  for  careful  and  continuous  assessment  and  followup  of  the  multi- 
faceted  health  and  social  needs  of  the  elderly.  I  introduced  a  bill  with 
Mr.  Pepper,  which  has  been  incorporated  into  the  legislation  reauthorizing  the 
Older  Americans  Act.  That  legislation  would  provide  for  demonstration 
grants  for  community-based  patient  assessment,  referral  and  followup.  Until 
such  programs  become  available  to  all  our  senior  citizens,  the  addition  of  an 
evaluation  visit  would  be  a  welcomed  benefit. 

Finally,  I  would  like  to  associate  myself  with  the  proposal  to  eliminate 
the  licensing  requirement  for  proprietary  home  health  agencies.  The  licensing 
requirement  is  unique  to  the  home  health  industry  and  as  such  blatantly 
discriminates  against  this  one  type  of  health  care  provider. 

A  closer  review  of  the  facts  shows  that  only  20  states  have  moved  to  extend 
licensure  to  those  agencies.  This  creates  the  unreasonable  situation  where,  for 
example,  one  agency  serving  a  metropolitan  area  which  covers  more  than  one 
state,  can  serve  those  eligible  for  Medicare  in  one  section  of  the  city  area, 
but  not  in  adjoining  neighborhoods.  Furthermore,  HEW  has  circulated  an  in- 
house  report  which  admits  that  state  licensure  adds  little  or  nothing  to  the 
quality  of  patient  care. 

As  you  know,  I  have  advocated  for,  and  with  your  assistance  amended  to 
legislation  during  Committee  consideration  of  what  is  now  public  law  95-142, 
requirements  for  standards  of  quality  assurance  and  utilization  control  in  the 
home  health  industry.  My  original  objective  was  two-fold :  First,  that  any 
provider  who  could  meet  these  standards  would  then  be  eligible  to  participate 
in  the  Federal  home  health  programs,  in  short,  substituting  standards  for  the 
licensure  requirement  of  1861  (o)  and  requiring  all  home  health  providers  to 
meet  some  test  of  effectiveness  and  efficiency.  Second,  it  is  my  belief  that  a 
set  of  uniform,  enforceable  standards  would  allow  us  to  liberalize  the  cur- 
rent home  health  benefit,  as  suggested  today,  with  the  assurance  that  the 
public  dollars  for  this  care  would  be  well  spent.  While  HEW  has  until  October 
of  this  year  to  issue  standards,  I  see  no  reason  why  the  Administration  cannot 
come  forward  with  standards  now  so  that  we  can  move  quickly  ahead  with 
the  incremental  changes  suggested  by  your  subcommittee. 

I  support  home  health  care  not  necessarily  as  an  alternative  to  institu- 
tionalization, but  as  a  step  in  forming  an  alternative  to  our  current  long- 
term  care  policy,  which  sees  older  persons  either  as  sick  and  in  need  of  costly 
institutional  care,  or  well  and  not  in  need  of  services.  It  is  this  policy,  or 
lack  of  policy  which  has  frustrated  attempts  to  make  a  sound  economic  argu- 
ment for  home  health  care  or  adult  day  care,  as  examples.  When  these  serv- 
ices form  part  of  a  larger  continuum  of  care,  along  which  the  older  person 
will  receive  the  proper  mix  of  services  at  the  appropriate  level  of  care,  we  will 
have  an  alternative  method  of  long-term  care. 

Despite  the  Medicare  program,  the  average  out-of-pocket  expenditures  for 
health  care  for  the  elderly  exceed  that  spent  before  the  program  was  enacted. 
This  situation  has  given  rise  to  so-called  "Medigap"  insurance  packages.  In 
view  of  the  recent  disclosures  by  the  Senate  Special  Committee  on  Aging 
citing  instances  of  misrepresentation  of  coverage  benefits,  I  commend  your 
efforts  to  shore  up  the  Medicare  program. 

Mr.  Burleson.  Mr.  Cohen,  we  are  glad  to  have  you,  sir,  and  I  am 
sure  your  views  will  be  carefully  considered  by  the  subcommittee. 

Mr.  Cohen.  Might  I  add  one  other  unanimous  consent  request  ? 

I  just  received  a  telegram  from  the  former  director  of  the  Nursing 
Home  Administration  in  Maine,  which  supports  the  bill  I  have 
introduced. 

I  would  like  to  have  that  in  the  record. 

I  also  have  another  telegram  from  the  Association  of  American 
Retirees  Overseas. 

Mr.  Burleson.  Without  objection,  they  will  be  included  in  the 
record. 
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[The  telegrams  follow :] 

[Telegram] 

Gaedineb,  Maine,  June  19,  1978. 

Congressman  William  Cohen, 

Washington,  D.C. 

Dear  Bill:  We  concur  with  your  patient  rights  bill  with  an  exception  that 
with  physicians  orders  the  nursing  home  administrator  have  the  right  to  move 
the  patient  for  physical  or  other  reasons.  Thank  you  for  your  consideration. 
Respectfully  yours, 

Kenneth  D.  Robinson, 
Representing  Many  Health  Care  Providers. 


[Telex] 

Paris,  France,  June  16,  1978. 

Re  H.R.  8234. 

Representative  William  Cohen, 

The  Association  of  Americans  Resident  Overseas    (AARO),  representing 
hundreds  of  American  citizens  living  outside  of  the  United  States,  supports 
favorable  action  on  H.R.  8234  providing  that  medicare  payments  be  available 
to  citizens  overseas  via  agreed  hospitals  and  other  health  services. 
Respectfully, 

The  Association  of  Americans  Resident  Overseas. 

Mr.  Burleson.  Do  you  have  any  questions,  Mr.  Duncan? 

Mr.  Duncan.  I  don't  think  so.  Thank  you  for  a  fine  statement. 

Mr.  Burleson.  Thank  you,  Mr.  Cohen. 

Mr.  Drinan,  we  would  be  glad  to  hear  you;  sir. 

Ms.  Meyner.  Mr.  Chairman,  am  I  next? 

I  think  I  am  next,  Mr.  Chairman. 

Mr.  Burleson.  Well,  I  had  not  noticed  your  return,  and  Mr. 
Pepper,  these  are  your  panel  committee  members. 
Ms.  Meyner.  Thank  you  very  much,  Mr.  Chairman. 

STATEMENT  OF  HON.  HELEN  MEYNER,  A  REPRESENTATIVE  IN 
CONGRESS  PROM  THE  STATE  OP  NEW  JERSEY 

Ms.  Meyner.  Thank  you  very  much,  Mr.  Chairman,  and  members 
of  the  committee. 

I  would  like  to  associate  myself  with  the  remarks  of  Chairman 
Pepper. 

The  chairman,  I  believe,  eloquently  represents  the  views  of  the 
Select  Committee  on  Aging,  and  of  the  millions  of  senior  citizens 
that  we  seek  to  protect  and  provide  for. 

As  a  member  of  the  Aging  Committee,  I  have  felt  an  increasing 
sense  of  frustration  because  of  our  limitations  as  a  nonlegislative 
committee. 

Franklv,  despite  the  extensive  work  that  we  have  conducted  in 
investigating  the  problems  of  the  elderly  and  exploring  alternatives, 
we  are  at  the  mercy  of  the  legislative  committees  of  the  House. 

So;  we  find  ourselves  in  the  position  that  we  are  in  today,  literally 
begging  this  distinguished  subcommittee  to  heed  our  advice,  our  data, 
and  our  conclusions. 

As  the  chairman  has  indicated,  our  committee  believes  that  there 
are  four  vital  home  health  aspects  that  must  be  enacted. 
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I  am  pleased  that  the  subcommittee  has  chosen  to  hold  hearings 
on  two  of  these,  the  elimination  of  the  prior  hospitalization  require- 
ment and  the  100-visit  limit. 

But,  I  share  the  chairman's  dismay  at  the  fact  that  the  committee 
has  chosen  not  to  consider  the  remaining  two,  the  elimination  of  the 
homebound  requirement  and  the  inclusion  of  homemaker  chore 
services. 

In  light  of  the  time  restraints,  I  would  like  to  merely  emphasize 
my  support  for  Chairman  Pepper  and  the  Aging  Committee  in  this 
regard. 

I  would  like  to  make  only  one  point  on  this  issue:  We  are  work- 
ing to  reverse  the  institutional  bias  of  medicare  and  medicaid  by 
providing  alternatives  to  nursing  home  care. 

My  fear  is  that  without  providing  for  the  elimination  of  the  home- 
bound  requirement,  we  will  be  subjecting  senior  citizens  to  a  similar 
bias,  that  is  the  classification  as  homebound  frail  elderly. 

Mr.  Chairman,  this  seems  to  me  to  be  merely  making  the  seniors 
jump  from  the  "frying  pan  into  the  fire."  Perhaps  we  all  know  of 
seniors  who  are  in  need  of  home  health  care,  but  at  the  same  time, 
often  with  the  help  of  friends  or  relatives,  they  are  able  to  spend 
an  afternoon  in  the  park,  or  go  to  the  barber — or,  as  the  chairman 
pointed  out,  go  to  the  beauty  parlor  or  perhaps  to  dinner  with  a 
friend. 

Mr.  Chairman,  to  deny  these  people  home  health  care,  under  a 
strict  homebound  definition,  is  a  travesty. 

As  Chairman  Pepper  has  indicated,  the  first  concurrent  budget 
resolution  does  not,  and  was  never  intended  to,  bind  the  House  as  we 
consider  authorizations  and  appropriations. 

To  do  so,  would  destroy  the  purpose  of  the  budget  process.  Like 
all  of  our  colleagues,  I  sympathize  with  the  budgetary  restraints  that 
the  committee  feels,  and  the  "taxpayers  revolt"  that  all  of  us  seem 
to  be  reacting  to. 

But,  I  do  believe  that  home  health  care  is  a  classic  example  of 
an  issue  that  the  taxpayers,  despite  their  disgruntlement  with  rising 
costs,  should  be  very  willing  to  finance. 

Thank  you  very  much,  Mr.  Chairman.  I  would  like  to  mention 
another  legislative  subject,  a  priority  of  mine  which  does  deal  with 
older  people  and  which  I  feel  should  not  be  subject  to  the  artificial 
constraint  of  the  first  concurrent  budget  resolution. 

#  On  June  20,  1977,  I  introduced  H.K.  7889,  a  bill  that  would  pro- 
vide medicare  benefits  for  individuals  who  require  total  parenteral 
nutrition,  TPK 

Since  that  time,  I  have  reintroduced  the  same  bill  with  cospon- 
sors;  written  two  "Dear  Colleagues"  on  TPN;  testified  before  the 
National  Commission  on  Digestive  Diseases;  and  corresponded  with 
the  committee  personally  on  two  occasions  requesting  that  hearings 
be  held  on  this  vital  legislation. 

As  you  know,  total  parenteral  nutrition,  or  TPN\  a  new  medical 
technique  for  total  feeding  by  vein,  is  now  responsible  for  saving 
the  lives  of  about  600  patients  nationwide. 

Unfortunately,  it  is  expensive  and,  in  most  cases,  the  costs  exceed 
the  patient's  annual  income.  Yet,  for  most  of  them,  there  is  no  as- 
sistance available  from  private  or  public  sources. 
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Mr.  Chairman,  we  are  forcing  over  600  Americans  to  choose  be- 
tween assuming  outrageous  personal  debts  or  facing  certain  death  by 
starvation. 

It  should  be  noted  that  the  Medicare  Bureau,  in  October  of  1977, 
took  the  commendable  step  of  allowing  qualified  medicare  recipients 
to  have  their  TPN  costs  covered. 

However,  this  still  leaves  approximately  half  of  the  TPN  patients 
without  any  assistance. 

Today,  along  with  44  cosponsors,  I  am  reintroducing  legislation  to 
correct  this  matter.  I  fully  understand  the  economic  concerns  of  this 
committee  as  well  as  the  tight-spending  climate  in  the  country,  but 
I  must  insist  that  the  less  than  $10  million  cost  of  providing  medi- 
care coverage  for  TPN  patients,  the  price  of  keeping  over  600 
Americans  alive,  is  a  reasonable  expenditure. 

Knowing  of  your  time  limitations,  Mr.  Chairman,  I  wish  to  convey 
my  thanks  for  allowing  me  to  make  these  comments.  It  is  my  hope 
that  this  subcommittee  will  soon  schedule  hearings  that  would  enable 
the  Congress  to  fully  explore  the  possibility  of  providing  medicare 
benefits  to  TPN  patients. 

To  do  any  less  would  be  to  shirk  the  most  basic  survival  of  a 
portion  of  its  citizens. 

I  appreciate  this  opportunity  to  share  my  thoughts  with  the  sub- 
committee, and  I  do  not  wish  to  seem  ungrateful.  I  commend  the 
chairman  and  the  subcommittee  for  holding  hearings  on  these  im- 
portant issues. 

I  stand  ready  to  assist  you  in  your  efforts  to  enact  those  proposals 
on  which  you  have  held  these  hearings,  and  I  urge  you  to  also  con- 
sider those  topics  which  were  mentioned  this  afternoon,  but  are  not 
on  the  agenda. 

I  thank  you,  Mr.  Chairman,  and  members  of  the  subcommittee. 

Mr.  Burleson.  We  are  most  happy  to  have  our  colleague,  the 
gentlewoman  from  New  Jersey,  with  us  and  you  make  a  most  in- 
teresting presentation. 

1  assure  you  that  the  subcommittee  will  find  your  ideas  of  interest. 

Senator,  do  you  have  another  Member  ? 

;Mr.  Pepper.  Father  Drinan. 

Mr.  Burleson.  Mr,  Drinan  is  recognized. 

STATEMENT  OF  HON.  ROBERT  F.  DRINAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MASSACHUSETTS 

Mr.  Drinan.  Thank  vou,  Chairman  Pepper. 

I  will  be  brief,  Mr.  Chairman,  but  I  want  to  support  the  recom- 
mendations made  by  our  distinguished  chairman,  Claude  Pepper, 
and  make  two  or  three  points. 

It  seems  to  me  that  with  1  million  people  in  nursing  homes  we 
should  consider  any  rational  alternative  that  would  reduce  the  num- 
ber of  people  being  consigned  to  nursing  homes. 

It  is  clear  that  the  decision  to  go  to  a  nursing  home  is  virtually 
irreversible.  The  homes  of  these  persons  are  closed  and  they  are 
really  isolated  from  life. 

The  Committee  on  Aging,  under  the  leadership  of  Mr.  Pepper, 
has  developed  several  alternatives.  We  are  all  familiar  with  them. 
They  are  derived  from  the  GAO  report  of  December  30,  1977. 
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It  has  been  recommended  before  that  we  modify  the  medicare  rule 
that  limits  home  health  visits.  It  has  also  been  urged  that  we  elimi- 
nate the  requirement  of  prior  hospitalization. 

Mr.  Chairman,  I  do  hope  the  Ways  and  Means  Committee  will 
take  one  recommendation  that  the  President  made  in  August  1977 
and  enact  it  as  a  part  of  the  package  that  hopefully  will  be  reported 
with  regard  to  alternatives  to  nursing  homes. 

President  Carter  recommended,  as  part  of  his  welfare  reform 
package,  that  200,000  public  service  jobs  be  created  to  provide  home 
services  for  the  elderly.  That  could  be  a  tremendously  creative  thing. 
I  hope  that  along  with  all  of  the  recommendations  that  Mr.  Pepper 
has  urged  and  that  the  GAO  has  advanced  that  the  Ways  and 
Means  Committee  will  turn  up  with  a  package  that  will  provide  a 
meaningful  alternative  to  institutionalization. 

You  could  quite  literally,  Mr.  Chairman,  prevent  thousands  upon 
thousands  of  people  from  going  to  nursing  homes  and  allow  them 
to  remain  in  the  comfort  and  familiarity  of  their  own  homes.  More- 
over there  would  be  a  tremendous  savings  to  the  Federal  Government. 

I  thank  you  for  holding  this  hearing. 

Mr.  Burleson.  Thank  you,  Mr.  Drinan,  for  your  presence  and 
your  presentation. 

Mr.  Pepper.  Mr.  Beard  now,  Mr.  Chairman. 
Mr.  Burleson.  Mr.  Beard  is  recognized. 

STATEMENT  0E  HON.  EDWARD  P.  BEARD,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  RHODE  ISLAND 

Mr.  Beard.  Thank  you,  Mr.  Chairman. 

I  am  very  proud  to  be  a  cosponsor  of  this  legislation  that  Chair- 
man Pepper  has  introduced. 

There  is  no  question  that  there  is,  from  my  almost  4  years  now 
in  Congress — 2  years  in  the  general  assembty  I  spent  on  programs 
dealing  with  this  concept — that  this  is  badly  needed,  these  changes. 

I  certainh/  give  100  percent  support  to  Claude  Pepper  and  for 
his  efforts  and  certainly  on  H.R.  10738. 

You  know,  when  medicare  came  along — and  I  am  sure  at  that 
time  it  served  the  purpose — but  it  has  to  be  changed  once  in  a  while 
to  adjust  to  the  situation. 

I  think  the  adjustments  are  long  overdue  in  this  area. 

In  the  long  run  we  will  save  the  taxpayers  a  lot  of  money  because 
it  is  a  lot  cheaper  to  hai^e  someone  in  their  own  home  than  having 
them  in  an  expensive  nursing  home  which  no  one  in  this  room, 
including  the  panel,  would  want  to  be  in. 

So,  that  is  it  for  my  testimony.  I  just  want  to  give  100  percent 
hope  that  this  committee  will  do  likewise. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  Edward  P.  Beard,  a  Representative  in  Congress  From 
the  State  of  Rhode  Island 

Mr.  Chairman,  as  a  member  of  the  Select  Committee  on  Aging,  I  am  pleased 
to  have  the  opportunity  today  to  add  my  support  on  behalf  of  needed  Medicare 
reform. 

Perhaps  the  most  glaring  deficiency  of  Medicare  is  the  lack  of  an  accessible, 
coherent,  and  logical  home  health  care  program.  To  the  extent  that  home  care 
is  offered,  the  elderly  are  denied  access  to  it. 
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Three  of  Medicare's  eligibility  requirements  for  home  health  care  are 
especially  puzzling.  The  "three  day  prior  hospitalization"  requirement,  the 
"skilled  care"  requirement  and  the  "homebound"  requirement  do  little  or 
nothing  to  control  costs.  Rather,  they  serve  to  disqualify  most  of  the  aged 
population  from  home  health  care  under  Medicare. 

By  restricting  home  health  care  reimbursements  to  persons  who  have  spent 
3  days  in  a  hospital,  we  deny  care  to  the  millions  of  elderly  who  need  it,  but 
who  do  not  require  admission  to  a  hospital.  Witnesses  at  our  many  hearings  on 
Medicare  have  consistently  attested  to  the  dilemma  of  physicians,  who  are 
forced  to  admit  elderly  patients  into  hospitals  in  order  to  qualify  them  for 
home  care. 

By  restricting  home  health  care  reimbursements  to  persons  that  need  skilled 
care,  we  deny  care  to  the  millions  of  elderly  who  require  preventive  and 
maintenance  services  needed  to  keep  them  out  of  hospitals.  Testimony  at  our 
"Medicare  Gaps  and  Limitations"  hearing  described  an  elderly  widow  who 
was  weak  and  palsied,  and  needed  certain  eye  medication  administered  on  a 
daily  basis,  but  because  of  her  infirmity  could  not  administer  the  medication 
herself.  Though  the  actual  giving  of  the  medication  would  take  less  than  a 
minute.  Medicare  would  not  pay  for  the  service  because  it  was  not  termed 
"skilled"  nursing  care. 

By  restricting  home  health  care  reimbursements  to  persons  who  must  be 
declared  "homebound"  we  are  using  an  overly  restrictive  definition  that  denies 
care  to  elderly  persons  who  obviously  need  it.  At  our  hearings  in  my  home 
State  of  Rhode  Island,  witness  after  witness  testified  that  this  restriction 
accounted  for  many  of  the  aged  persons  who  are  in  nursing  homes  although 
they  were  perfectly  able  to  live  independent  lives.  They  were  forced  there 
because  the  "homebound"  requirement  slammed  the  door  shut  on  any  pos- 
sibility of  receiving  home  health  care. 

After  Medicare  thus  categorically  denies  home  health  care  to  most  of  the 
elderly,  it  restricts  such  coverage  to  100  visits.  Given  the  nature  of  the  long- 
term  illnesses  that  most  elderly  are  prone  to,  the  100  visit  restriction  means 
that  medicare  coverage  often  expires  before  recovery  from  prolonged  illness. 

The  cruel  truth  is  that  Medicare  acts  on  the  false  assumption  that  most 
elderly  not  only  desire,  but  need  to  be  shut  up  in  an  institution.  Our  Commit- 
tee's concern  with  these  4  restrictions  is,  in  a  nutshell,  that  they  preclude  the 
elderly  from  receiving  the  type  of  care  they  need  most — long  term  care.  The 
only  way  Medicare  will  pay  for  such  treatment  is  in  an  institution. 

To  legislate  a  health  care  program  for  the  aged  that  almost  completely  ig- 
nores their  major  medical  need  is  the  height  of  absurdity.  But  to  force  the 
elderly  unnecessarily  into  institutions  is  the  height  of  inhumanity.  To  attempt 
to  calculate  the  cost  of  this  cruel  and  callous  policy  toward  our  elderly  is 
impossible ;  to  be  stripped  of  one's  independence  and  dignity  is  to  suffer  an  im- 
measurable loss. 

The  loss  in  dollars,  however,  is  not  incalculable.  In  fact,  the  elderly  are  not 
the  only  persons  to  pay  for  this  misguided  thinking — the  taxpayers  are. 
A  report  of  the  General  Accounting  Office,  done  at  the  request  of  our  distin- 
guished Committee  Chairman,  Claude  Pepper,  stated  that  for  over  4  out  of  5 
elderly  persons,  to  place  them  in  institutions  costs  the  public  more  than  if  they 
were  cared  for  by  home  health  agencies. 

To  pursue  a  health  care  policy  that  denies  them  long-term  care  unless 
they  submit  to  being  institutionalized  is  morally  indefensible.  But  when  that 
policy  is  recklessly  expensive,  we  have  effectively  shattered  the  bounds  of 
common  sense. 

It  is  therefore  most  urgent  that  these  4  counterproductive  Medicare 
restrictions  on  home  health  care  be  removed.  I  am  proud  to  .join  the  other 
99  cosponsors  of  H.R.  10738,  introduced  by  our  eminent  Chairman,  Claude 
Pepper,  to  provide  for  badly  needed  home  health  care  by  eliminating  these 
requirements.  Our  bill  would  not  only  delete  the  "homebound",  "skilled  care" 
and  "prior  hospitalization"  requirement  as  well  as  the  100  visit  limit,  but  it 
would  add  homemaker-chore  service  coverage  under  Medicare. 

Removal  of  the  4  restrictions  on  home  health  care  deserves  the  most  care- 
ful consideration  of  this  distinguished  committee.  By  providing  an  accessible 
home  health  program,  Congress  would  be  taking  a  giant  step  toward  removing 
the  overwhelmingly  institutional  bias  of  Medicare.  This  needed  reform  would 
enable  Medicare  to  be  responsive  to  those  persons  for  whom  it  was  created — 
the  elderly.  They  certainly  deserve  no  less. 
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Mr.  Burleson.  Thank  you  very  much,  Mr.  Beard. 
Mr.  Pepper? 

Mr.  Pepper.  Mr.  Chairman,  may  I  say  one  more  word? 
Mr.  Burleson.  Yes,  sir. 

Mr.  Pepper.  We  had  a  hearing  just  a  little  bit  ago,  and  my  dis- 
tinguished colleague,  Mr.  Beard  was  there,  where  four  different  wit- 
nesses told  us  of  the  plight  of  people  who  own  their  own  homes, 
that  is,  the  family  owns  the  home  in  which  the  elderly  person  is 
living;  there  was  one  I  shall  never  forget. 

There  was  a  lady,  a  daughter,  who  was  a  widow  and  mother  of 
five  children,  and  her  mother  owned  a  home.  The  mother  was  85 
years  old,  bedridden,  and  had  to  be  turned  three  times  a  day  in  order 
to  be  cared  for. 

The  daughter  had  to  work  to  provide  upkeep  of  the  home  and  the 
care  of  her  mother  and  her  children. 

But  she  was  not  earning  anything  after  she  had  to  quit  work  and 
look  after  her  mother  who  pleaded  with  her,  "Don't  take  me  out  of 
my  home." 

She  is  85  years  of  age.  She  said,  "I  don't  have  much  time  to  live; 
don't  take  me  out  of  our  home." 

When  she  appeared  before  us,  the  daughter  said,  "What  am  I 
to  do?  My  savings  are  almost  all  gone;  I  have  my  mother  and  the 
children  to  support.  I  don't  make  enough  to  hire  a  nurse  to  stay  with 
my  mother.  What  am  I  going  to  do?" 

Now,  the  alternative  of  putting  that  mother  in  the  nursing  home 
would  cost  anywhere  from  $900  to  $1,100  or  $1,200  a  month.  If  that 
]ady  could  have  had  enough  aid  to  have  had  somebody  to  stay  there 
with  her  mother  to  turn  her  three  times  a  day  until  the  daughter 
got  home,  the  mother  would  have  been  happier. 

It  would  have  cost  less ;  but,  eventually,  she  would  have  to  put  her 
in  the  nursing  home  because  she  can't  afford  to  care  for  her. 

That  is  typical  of  the  thousands  of  cases  there  are  in  this  country 
that  we  here  must  somehow  try  to  provide  for. 

Thank  you  so  much. 

Mr.  Burleson.  Thank  you. 

I  know  that  you  are  doing  a  splendid  job  in  your  Committee  on 
Aging.  You  and  I  may  have  to  file  a  disclaimer  in  this.  I  suppose 
we  would  be  willing  to  do  so. 

Mr.  Pepper.  Well,  yes. 

Thank  you  so  much,  Mr.  Chairman. 

Mr.  Burleson.  Do  you  have  any  questions? 

Mr.  Duncan.  No.  Thank  you,  Mr.  Chairman. 

Mr.  Burleson.  Thank  you. 

We  have  Mr.  Fraser  of  Minnesota  with  us  at  this  time  and  he  is 
recognized. 

STATEMENT  OF  HON.  DONALD  M.  FRASER,  A  REPRESENTATIVE 
IN  THE  CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Fraser.  Thank  you,  Mr.  Chairman. 
Mr.  Burleson.  We  are  glad  to  have  you,  sir. 

Mr.  Fraser.  If  I  may,  I  would  like  to  submit  my  statement  for 
the  record  and  comment  on  several  of  the  points  I  make  in  the 
statement. 
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Mr.  Burleson.  Without  objection,  your  full  statement  will  appear 
in  the  record. 

Mr.  Fraser.  Thank  you. 

Let  me  say  that  I  appreciate  the  fact  that  you  are  holding  these 
hearings.  I  lirst  testified  on  this  general  subject  in  1963  when  I  testi- 
fied in  support  of  the  King- Anderson  bill. 

I  have  a  very  strong  interest  in  the  problem  of  older  people  and 
the  problems  they  encounter  in  staying  in  their  homes. 

I  have  a  bill  to  deal  with  this  problem,  the  Older  Americans 
Long-Term  Care  Act,  and  I  say  that  because  some  of  the  changes  you 
might  make  here  are  related  to  this  problem  of  how  we  can  keep  older 
people  in  their  homes  rather  than  forcing  them  into  nursing  homes. 

Let  me  make  the  point  that  most  of  the  long-term  care  money  we 
spend  now  on  older  Americans  is  for  institutional  care — 90  percent 
of  the  money ;  only  10  percent  for  care  in  the  home. 

This  is  much  the  situation  we  have  had  in  hospital  coverage  where 
we  pay  people  to  go  to  the  hospitals  but  we  don't  pay  for  outpatient 
care.  We  are  faced  with  the  same  situation  here  with  respect  to 
older  people  who  need  help. 

What  I  would  support  is  the  following:  First,  that  you  eliminate 
any  restrictions  on  the  number  of  home  health  care  visits  under 
medicare.  Now,  the  limit  is  100.  The  limit  of  100  takes  care  of  most 
people  who  need  help  through  home  care  visits.  If  you  take  the  limit 
of  100  oif,  you  help  the  few  who  will  need  more  than  100  and  don't 
force  them  either  to  go  into  nursing  homes  or  to  find  other  com- 
munity funds  to  pay  for  the  needed  home  health  care  visits,  which 
they  now  require.  In  other  words,  the  limitation  of  100  only  cuts  off 
a  few  but  those  few  are  injured  by  that  limitation. 

The  second  is  to  eliminate  from  part  A  the  requirement  that  bene- 
ficiaries be  hospitalized  for  at  least  3  days  before  they  become  eligible 
for  home  health  care.  Most  of  the  home  care  visits  now  come  under 
part  B,  so  you  don't  need  prior  hospitalization,  but  under  part  A 
you  do. 

We  would  suggest  that  requirement  be  changed  or  eliminated. 
The  General  Accounting  Office  estimates  that  these  two  suggestions, 
taking  the  limit  of  100  off,  and  eliminating  the  3-day  hospitalization 
stay,  would  not  cost  together  more  than  $i2  million. 

I  have  two  other  recommendations,  one  that  we  remove  the  require- 
ment that  people  be  homebound  in  order  to  be  eligible  for  home 
health  care.  If  somebody  is  ambulatory  but  they  need  home  health 
care  they  still  ought  to  get  it  rather  than  being  forced  into  nursing 
homes,  again,  a  high-cost  option.  It  is  an  artificially  rigid  require- 
ment that  they  be  homebound  in  order  to  get  the  necessary  support 
they  need  at  home. 

Finally,  I  would  like  to  recommend  that  the  committee  consider 
removing  the  requirement  that  beneficiaries  get  skilled  care  as  a  part 
of  the  home  health  services. 

Now,  if  that  change  were  made,  in  other  words,  if  you  no  longer 
required  that  there  be  skilled  care,  it  would  add  a  lot  of  cost  to  the 
program,  more  than  you  could  probably  contemplate,  but  at  least 
when  skilled  services  have  been  provided  you  could  allow  a  lower 
leA-el  of  services  to  continue  so  long  as  the  patient  needs  it.  In  other 
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words,  don't  force  skilled  services  to  always  be  present  in  order  to  be 
eligible  for  nonskilled  or  less  skilled  services. 

Those  are  the  main  points  I  wanted  to  make,  Mr.  Chairman.  I  am 
glad  you  are  looking  at  these  various  medicare  problems,  things  such 
as  optometrists  and  podiatrists,  and  so  on.  The  problem  now  under 
medicare  is  that  people  are  paying  more  for  health  care  than  they 
did  before  we  enacted  the  program.  That  is  troubling. 

I  know  the  high  cost  of  Government  and  we  have  to  find  an  answer. 
But  the  four  points  I  have  suggested  are  of  special  interest  to  me 
because  I  do  think  we  have  to  recognize  that  we  are  now  forcing 
wasteful  options  on  older  people  and  in  the  long  run  we  could  do  a 
lot  better  in  spending  our  health  dollars  if  we  take  away  some  of  the 
rigidities  in  the  present  law. 

Mr.  Burleson.  Thank  you  very  much,  Mr.  Fraser,  for  your  pres- 
entation. 

The  staff  advises  me  that  there  are  some  areas  that  perhaps  a 
recommendation  of  this  committee  after  study  could  be  done  ad- 
ministratively. Whether  all  of  it  or  not,  I  am  sure  the  committee  will 
give  attention  to  your  recommendations. 

Mr.  Fraser.  Thank  you. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  Donald  M.  Fraser,  a  Representative  in  Congress  From 
the  State  of  Minnesota 

Fifteen  years  ago  I  came  before  the  Ways  and  Means  Committee  for  the 
first  time — to  testify  in  support  of  the  King-Anderson  bill  of  1963,  the  legisla- 
tion which  initiated  the  Medicare  program.  At  that  time  I  commented  that 
"an  emphasis  on  care  for  the  elderly  in  their  own  homes  is  long  overdue." 
Today  I'm  before  you  to  repeat  myself. 

While  95%  of  our  Nation's  elderly  reside  in  their  own  homes,  less  than 
10%  of  all  public  funds  spent  on  long-term  care  for  the  elderly  are  home-based. 
The  lack  of  public  support  for  home-based  health  care  finds  older  people 
entering  nursing  homes  when  they  may  require  only  minor  care.  Experts 
estimate  that  up  to  40%  of  nursing  home  residents  are  receiving  unnecessarily 
high  levels  of  care. 

These  misplacements  can  be  traced  to  the  lack  of  public  funding  for  home 
health  services  and  the  availability  of  public  support  for  nursing  home  care. 
In  1975,  public  programs  provided  nearly  $5.2  billion  for  institutional  care 
and  only  $556  million  for  home-based  care.  The  development  of  adequate  home 
services  has  been  hindered  by  public  policy  skewing  financial  support  to  insti- 
tutionally based  care.  Facilities  and  services  have  developed  to  parallel  avail- 
able financing. 

I  believe  these  facts  tell  us  it  is  time  to  remove  the  federal  restraints  that 
deny  our  Nation's  elderly  access  to  home  health  care. 

I've  developed  a  plan,  the  "Older  Americans  Long-Term  Care  Act,"  which 
would  provide  support  services  for  older  people  to  allow  them  to  live  in  the  least 
restrictive  settings  possible.  Since  widespread  public  support  for  institutional 
care  exists  already,  my  plan  emphasizes  establishing  a  network  that  would 
make  home-based  care  readily  available. 

This  legislation,  which  has  the  support  of  68  of  our  colleagues,  provides  a 
goal  which  we  can  move  toward  in  more  modest  steps.  The  beginning  must  be 
easing  the  restrictions  presently  imposed  on  Medicare  reimbursement  for 
home  health  care.  I  urge  the  Subcommittee  to  take  the  following  steps : 

First,  I  believe  it  is  time  to  eliminate  any  restrictions  on  the  number  of  home 
health  care  visits  for  which  Medicare  will  pay.  Most  individuals  meeting  the 
eligibility  criteria  for  Medicare  home  health  benefits  overcome  their  need  for 
the  services  before  they  use  the  entire  100  visits  allowed.  Those  that  do  re- 
quire care  after  exhausting  100  visits  are  faced  with  the  grim  choice  of 
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hunting  for  community  funds  to  pay  for  services  or  entering  nursing  homes 
for  which  public  money  is  available. 

Second,  the  condition  should  be  elimiated  that  for  Part  A  home  health 
reimbursement  a  beneficiary  must  have  first  been  hospitalized  for  at  least  a 
3  day  period.  According  to  a  recent  General  Accounting  Office  (GAO)  report 
this  requirement  has  little  effect  because  most  Medicare  beneficiaries  receive 
home  health  benefits  without  prior  hospitalization  under  Part  B.  Those  indi- 
viduals with  only  Part  A  coverage  who  are  in  need  of  home-based  care  do 
have  an  incentive  to  seek  unnecessary  hospitalization  to  qualify  for  the  subse- 
quent home  health  benefits.  The  GAO  report  notes  that  my  first  two  sug- 
gestions together  would  not  cost  more  than  $12  million. 

My  final  two  recommendations  relating  to  home  health  care  must  be  pref- 
aced by  noting  that  eliminating  the  100  visit  limit  and  3  day  prior  hospitaliza- 
tion requirement  only  allows  a  few  thousand  individuals  new  access  to  home 
health  care.  However,  the  Congressional  Budget  Office  (CBO)  estimates  that  as 
many  as  2.7  million  people  need  that  access. 

Consequently,  my  third  and  fourth  recommendations  focus  on  the  removal 
of  the  major  impediments  that  are  denying  home  health  care  to  these  2.7 
million  people. 

I  urge  the  Subcommittee  to  consider  removing  the  requirement  that  an 
individual  must  be  determined  "home-bound"  to  be  eligible  for  home  health 
care.  I  believe  this  requirement  compels  ambulatory  individuals  to  enter 
nursing  homes  to  receive  the  care  inaccessible  to  them  if  they  remained  home. 
The  high  cost  of  institutional  care  leaves  most  residents  supported  by  the 
taxpayers  after  they've  depleted  their  own  resources.  Taxpayer  dollars  would 
be  more  efficiently  spent  if  current  home  health  care  policy  did  not  encourage 
the  ambulatory  elderly  to  seek  inappropriately  high  and  costly  levels  of  care 
to  meet  needs  that  could  be  satisfied  in  the  home. 

Finally,  I  recommend  that  the  Subcommittee  consider  removing  the  require- 
ment that  beneficiaries  need  skilled  care  as  a  precondition  for  also  receiving 
other  health  services  in  the  home.  I  realize  this  recommendation  has  a  price 
tag  far  exceeding  the  limitations  of  the  FY  '79  Budget  Resolution,  but  believe 
you  could  take  a  step  toward  this  suggestion  by  simply  allowing  services,  such 
as  those  provided  by  home  health  aides  and  occupational  therapists,  to  continue 
beyond  the  need  for  skilled  services.  Our  present  policy  assumes  that 
when  an  individual  ceases  to  need  skilled  care  the  recovery  has  been  com- 
plete enough  to  allow  him  or  her  to  function  independently.  Anyone  who 
has  ever  been  ill  knows  this  is  rarely  the  case.  Allowing  home  health  care  be- 
yond the  need  for  skilled  services  would  bring  home  health  benefits  in  line 
with  the  reality  of  the  recuperative  process. 

I  urge  the  Subcommittee  to  act  on  these  recommendations  that  would 
strengthen  the  array  of  health  care  options  for  the  elderly  and  thereby  re- 
duce the  incidence  of  inappropriate  institutionalization. 

In  my  judgment.  Medicare  is  one  of  the  most  important  programs  ever 
enacted  by  the  Congress  and  it  still  has  my  outspoken  support.  I  would  like 
to  further  address  aspects  of  preventive  health  care  I  believe  could  improve 
the  Medicare  program.  While  Medicare  has  helped  to  reduce  the  financial 
burden  of  health  care  expenses  for  the  elderly,  many  elderly  people  who  have 
low.  fixed  incomes  are  going  without  preventive  health  care  because  of  the 
high  out-of-pocket  cost  for  services  that  are  not  covered  under  the  program. 
And,  as  a  consequence  of  rising  prices,  the  elderly  now  pay  more  for  medical 
care  than  before  the  Medicare  program  started. 

Last  year  I  held  an  all  day  public  forum  in  my  District  in  Minneapolis  to 
exchange  views  about  health  care  with  my  constituents.  Medicare,  in  particu- 
lar, was  an  issue  of  concern.  Older  people  who  spoke  at  the  meeting  gave 
poignant  testimony  about  the  serious  gaps  in  the  Medicare  program.  They 
talked  about  their  fears  over  long-term  illness  and  the  humiliation  of  being 
forced  to  turn  to  welfare  and  Medicaid  when  life  savings  run  out. 

They  pointed  out  that  Medicare  does  not  cover  such  common,  routine 
health  needs  as  physical  examination,  prescription  drugs,  hearing  aids,  eye- 
glasses and  dental  care. 

One  constituent  spoke  for  many  when  she  said :  "How  can  seniors  expect 
to  enjoy  good  health  when  they  have  no  teeth — or  such  sore  teeth  and  in- 
fected teeth  and  gums  that  they  can't  eat  the  foods  necessary  to  maintain  a 
nutritional  diet?" 
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I  know  there  is  major  concern  over  containing*  the  costs  of  the  Medicare 
program,  and  I  appreciate  the  need  to  hold  down  government  spending.  But, 
at  the  same  time,  we  have  an  obligation  to  make  sure  that  older  people  have 
an  opportunity  to  obtain  adequate  health  care  without  sacrificing  the  economic 
security  they  have  built  up  over  a  lifetime. 

I  am  pleased  that  the  Committee  is  addressing  some  of  the  health  needs 
that  are  not  covered,  relating  to  services  by  oral  surgeons,  optometrists, 
podiatrists,  occupational  therapists,  chiropractors,  psychologists,  physical 
therapists,  and  audiologists. 

Further,  I  urge  the  Subcommittee  to  address  the  problem  that  arises  when  a 
doctor  refuses  assignment  to  treat  a  Medicare  patient  and  the  reimbursement 
burden  falls  on  the  patient.  If  the  doctor  does  not  limit  the  charges  to 
Medicare's  "reasonable  rate,"  the  excess  beyond  the  "reasonable"  charge 
must  come  out  of  the  patient's  pocket.  Further,  the  patient  has  no  way  of 
knowing  whether  the  rates  are  unacceptable  or  whether  the  services  are  not 
covered.  I  hope  the  Committee  will  be  giving  this  problem  the  attention  it 
merits. 

In  1963  I  said  that  we  need  to  raise  the  dignity  and  self-respect  of  our 
aging  citizens  all  over  America.  I  believe  these  improvements  I've  recommended 
today  will  bring  us  closer  to  that  goal. 

Mr.  Burleson.  Do  you  have  any  questions,  Mr.  Duncan? 
Mr.  Duncan.  None,  other  than  to  thank  you  for  your  statement. 
It  gives  us  a  lot  of  things  to  think  about. 
Mr.  Burleson.  Mr.  Ford? 

Mr.  Ford.  No,  Mr.  Chairman.  I  have  no  quesions  of  my  colleague, 
but  I  want  to  thank  him  for  appearing  before  the  committee  and 
giving  us  a  well-informed  statement. 

Mr.  Chairman,  I  did  miss  the  Chairman  of  my  Select  Committee 
on  Aging,  Mr.  Pepper,  earlier. 

My  flight  was  a  little  late  in  getting  in.  I  would  like  to  associate 
myself  with  his  statement  before  the  committee. 

I  also  want  to  ask  unanimous  consent  that  my  statement  be  made 
a  part  of  the  record. 

Mr.  Burleson.  Without  objection,  your  statement  will  be  included. 

[The  following  was  submitted  for  the  record :] 

Statement  of  Hon.  Harold  Ford,  a  Representative  in  Congress  From  the 

State  of  Tennessee 

Mr.  Chairman,  I  am  honored  today  to  sit  here  in  this  room  with  my  col- 
leagues and  visitors  and  identify  myself  wholeheartedly  with  one  of  the  finest 
Chairmen  on  Capitol  Hill.  I  am  speaking  of  the  Honorable  Claude  Pepper, 
America's  Number  1  senior  citizen  who,  at  77  years  young,  has  vigorously 
led  the  Select  Committee  on  Aging,  and  the  House  of  Representatives,  on 
legislation  on  behalf  of  the  elderly  of  America.  Chairman  Pepper  was  there 
when  the  elderly  wanted  to  work  longer,  and  he  pushed  for,  and  received 
passage  of,  the  Age  Discrimination  in  Employment  Act.  He  was  there  when 
elderly  people  who  wanted  to  retire  could  not  because  they  could  not  afford  to 
live  on  their  limited  incomes,  and  he  sought  the  inclusion  of  practical  and 
necessary  services  under  Medicare  coverage  to  alleviate  some  of  the  high 
financial  burden  of  health  care  which  goes  along  with  old  age.  Chairman 
Pepper  has  fought  nursing  home  fires,  Medicare/ Medicaid  abuse,  and  elderly 
crime  victimization. 

Today,  I  join  with  Chairman  Pepper  in  moving  one  step  forward  for  the 
elderly  people  in  this  country  by  pushing  for  Medicare  coverage  of  Home 
Health  Care  Services.  From  my  vantage  point,  I  can  see  the  posture  of  both 
Committees  regarding  this  legislation  and,  Mr.  Chairman,  I  have  joined  with 
Chairman  Pepper  as  a  prime  cosponsor  of  H.R.  10738.  I  chose  to  cosponsor 
this  legislation  because  I  see  a  serious  need  for  expanded  Home  Health  serv- 
ices throughout  the  nation.  The  response  from  my  district  of  Memphis,  Ten- 
nessee, was  overwhelming  in  support  of  this  legislation.  The  delegates  of  the 
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Congressional  Black  Caucus  Subcommittee  on  the  Aged,  which  I  chair,  has 
unanimously  agreed  that  Home  Health  Care  is  an  area  of  great  need  to  the 
elderly  population,  and  that  it  should  be  promoted  in  every  way  possible. 

Chairman  Pepper  has  already  outlined  the  objectives  of  the  bill  and  the 
General  Accounting  Office's  study.  As  a  member  of  the  Ways  and  Means  Sub- 
committee on  Health,  I  know  that  we  can  provide  Medicare  coverage  for 
the  complete  provisions  of  this  bill. 

I  ask  you,  Mr.  Chairman,  and  my  illustrious  colleagues  on  this  Health  Sub- 
committee, to  trust  the  judgment  of  these  leaders  in  elderly  policy-making 
affairs,  and  vote  for  H.R.  10738  in  its  entirety. 

Thank  you. 

Mr.  Burleson.  Thank  you,  Mr.  Ford,  for  being  with  us.  We 
appreciate  your  presence. 

We  have  with  us  our  colleague,  Mrs.  Chisholm,  of  New  York,  and 
you  are  recognized  Mrs.  Chisholm. 

STATEMENT  OP  HON.  SHIRLEY  CHISHOLM,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  0E  NEW  YORK 

Mrs.  Chisholm.  Thank  you,  Mr.  Chairman. 

Mr.  Burleson.  We  are  pleased  to  have  you  before  the  subcom- 
mittee and  you  may  proceed. 

Mrs.  Chisholm.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  most 
pleased  to  appear  before  you  this  morning  as  you  begin  to  develop 
your  priorities  for  legislation  to  improve  medicare. 

While  I  realize  that  there  are  literally  hundreds  of  modifications 
which  have  been  proposed  for  consideration,  my  concerns  specifically 
relate  to  a  single  area — the  real  need  to  expand  the  availability  of 
home  health  services  under  medicare. 

I  believe  that  enactment  of  reforms  as  proposed  by  Representative 
Claude  Pepper's  legislation,  H.R.  10738,  is  of  paramount  importance 
if  we  are  to  substantially  improve  the  quality  of  life  for  older 
Americans. 

I  know  that  all  of  us  in  this  Congress  appreciate  the  outstanding 
job  which  Chairman  Pepper  has  done  to  bring  about  a  greater  sen- 
sitivity and  awareness  of  the  problems  confronting  our  aged. 

As  a  chief  sponsor  of  H.R.  10738,  it  is  my  hope  that  all  of  its 
provisions  can  be  incorporated  by  this  committee  into  the  bill  which 
you  will  be  developing  for  Congress  this  year. 

You  may  also  know  that  your  subcommittee  colleague,  Congress- 
man Harold  Ford,  a  prime  architect  of  Mr.  Pepper's  legislation, 
chairs  the  congressional  Black  Caucus'  brain  trust  on  the  aged. 

This  brain  trust,  which  is  composed  of  over  300  black  experts, 
leaders  and  activists  on  issues  affecting  the  aged,  continues  to  rank 
expansion  of  home  health  care  as  a  highest  priority  for  the  black 
and  the  poor  elderly. 

On  April  6  of  this  year,  President  Carter  signed  into  law  legisla- 
tion overwhelmingly  passed  by  this  Congress  to  ban  mandatory  re- 
tirement before  age  70,  and  to  prohibit  it  at  any  age  in  the  Federal 
Government. 

;  This  law  represents  a  landmark  in  our  Nation's  recognition  of  the 
rights  of  the  elderly  and  the  contributions  which  they  can  continue 
to  make  to  society's  well-being  if  allowed  to  do  so. 
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But  at  the  same  time,  this  Congress  must  also  recognize  that  in- 
equities exist  in  Federal  programs  and  policies  which  prevent  the 
elderly  from  leading  the  satisfying  and  productive  lives  which  they 
are  entitled  to. 

It  is  clear  that  access  to  quality  health  care  is  a  primary  concern, 
and  that  now  we  must  move  in  the  direction  of  providing  these 
services  in  a  manner  which  preserves  the  dignity  and  independence 
of  our  elderly. 

We  can  no  longer  afford  the  false  assumption  that  nursing  homes 
provide  the  only  humane  or  cost-effective  care. 

Briefly,  H.K.  10738  would  make  four  basic  changes  in  the  medicare 
law : 

1.  It  would  remove  the  present  requirement  of  prior  hospitaliza- 
tion as  a  qualification  for  receiving  home  health  care,  Presently 
under  part  A,  a  beneficiary  has  to  be  an  inpatient  in  a  hospital  for 
at  least  3  consecutive  days  prior  to  eligibility  for  receipt  of  services 
in  the  home. 

2.  It  would  eliminate  the  requirement  that  a  patient  be  hornebound 
in  order  to  receive  services.  Approximately  10  percnt  of  medicare 
beneficiaries  would  benefit  from  this  change. 

Too  often  individuals  who  are  not  certifiable  as  "homebouncF 
have  great  difficulty  obtaining  treatment  on  an  ambulatory  basis, 
and  as  a  result  they  often  have  to  unwillingly  accept  institu- 
tionalization. 

3.  It  would  remove  the  limits  on  visits  under  both  the  hospital  and 
medical  insurance  program. 

4.  In  an  important  move,  it  would  add  services  which  are  essential 
to  maintaining  persons  at  home,  such  as  periodic  performance  of 
household  tasks,  transportation  for  doctor  visits,  essential  shopping 
and  simple  household  repairs. 

These  homemaker  services  can  be  a  vital  factor  in  enabling  an 
elderly  individual  to  continue  to  live  comfortably  at  home. 

Last  December,  the  General  Accounting  Office  released  a  study  on 
the  cost  and  policy  implications  for  expanding  the  availability  of 
home  health  services  under  medicare. 

According  to  earlier  studies,  as  many  as  25  percent  of  the  1.2  mil- 
lion institutionalized  elderly  are  unnecessarily  maintained  there  due 
to  a  lack  of  home  health  services. 

In  the  GAO  study,  it  was  shown  that  institutional  care  is  by  far 
costlier  than  home  care  for  all  but  the  most  seriously  impaired. 

This  GAO  study  included  an  extensive  study  of  older  Americans 
in  Cleveland,  to  determine  the  cost  comparison  between  institu- 
tionalization and  home  care. 

The  average  monthly  cost  for  long-term  institutionalization  re- 
imbursed under  its  medicaid  system  was  $458  per  month.  Although 
these  costs  are  based  on  Ohio  data  and  vary  in  other  States,  GAO 
compared  them  to  national  averages,  and  found  them  to  be  rather 
representative. 

As  the  chart  shows,  it  is  only  for  those  that  are  greatly  impaired 
that  the  cost  of  home  maintenance  meets  the  cost  incurred  by  in- 
stitutionalization. 
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According  to  GAO,  only  about  10  percent  of  the  noninstitu- 

tionalized  older  people  fall  above  the  break-even  point. 

However,  on  the  average,  it  would  still  cost  the  public  more  to 
institutionalize  them  because  agencies  are  spending  less  per  person 
for  home  services  than  for  institutional  care. 

I  am  also  aware  of  the  concerns  which  have  been  expressed  regard- 
ing the  expense  of  providing  homemaker  services  through  medicare. 

I  believe,  however,  that  provision  of  these  services  will  result  in 
savings  under  medicare,  rather  than  necessitate  additional  ex- 
penditures. 

It  is  my  understanding  that  HEW  is  currently  conducting  selected 
experimental  and  demonstration  projects  to  determine  the  cost  effec- 
tiveness of  providing  homemaker  services. 

While  I  hope  that  this  subcommittee  will  request  that  HEW  make 
a  reporting  of  their  findings  in  time  for  your  deliberations,  I  believe 
that  we  can  cite  examples  of  savings  which  have  resulted  from 
providing  a  range  of  home  services. 

For  example,  the  State  of  Georgia  is  currently  evaluating  the  use 
and  effectiveness  of  homemaker-chore  services  as  an  alternative  to 
institutionalization  for  the  aged  and  handicapped. 

An  interim  report  from  the  Georgia  homemaker  demonstration 
project  indicates  that  it  is  preventing  institutionalization  and  re- 
ducing overall  health  care  costs. 

The  report  showed  that  during  the  first  3  months  of  the  project, 
homemaker  services  prevented  over  2,300  months  of  institutional 
care  and  saved  $278,231. 

The  project's  60  homemakers,  at  a  cost  of  $456,471.  enabled  more 
than  900  people  to  stay  home,  avoiding  851  months  of  foster  care, 
1,246  months  of  intermediate  nursing  care,  170  months  of  skilled 
nursing  care,  and  114  months  of  other  placements,  which  would 
have  cost  about  $735,000. 

For  a  moment,  I  would  like  to  address  what  I  understand  are  the 
fiscal  constraints  which  limit  the  extent  to  which  this  subcommittee 
believes  it  can  devise  a  meaningful  package  of  reforms. 

The  budget  resolution  authorizes  some  $100  million  for  medicare 
reform,  while  the  changes  provided  in  H.R.  10738  are  estimated  to 
cost  nearly  $190  million. 

I  believe  there  are  several  reasons  why  the  considerations  in  favor 
of  expanding  home  health  alternatives  greatly  outweigh  the  limita- 
tions of  the  budget  resolution. 

First  of  all,  the  Congress  has  not  yet  passed  the  final  budget 
resolution  for  1980.  If  it  is  the  determination  of  this  subcommittee 
that  these  expansions  of  home  health  services  are  warranted,  I 
believe  it  likely  that  Congress  would  act  favorably  on  an  amend- 
ment to  raise  the  ceiling  in  the  resolution. 

It  should  be  noted  that  some  100  Members  of  the  House  have  co- 
sponsored  H.R.  10738,  and  this  is  a  strong  indication  of  the  base  of 
support  that  we  would  have  to  provide  the  needed  budget  authority. 

Second,  we  must  recognize  that  expansion  of  home  health  alterna- 
tives will  result  in  significant  reductions  in  health  care  costs  for 
institutionalization. 
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I  believe  that  the  health  of  our  elderly  will  generally  improve 
with  the  enactment  of  policies  better  directed  to  providing  care  in 
the  home. 

In  1976,  medicare  paid  some  $16  billion  on  behalf  of  eligible  bene- 
ficiaries. Now,  in  light  of  this  figure,  I  hardly  think  the  Congress 
should  back  away  from  a  possible  cost  of  $190  million  when  it  can 
allow  for  the  provision  of  health  services  in  such  a  humane  and  total 
comprehensive  fashion. 

Beyond  the  financial  considerations,  I  believe  that  the  time  has 
come  for  this  Congress  to  shape  our  health  programs  in  a  manner 
which  allows  our  senior  citizens  dignity  and  compassion. 

The  obstacle  to  home  health  care  in  present  medicare  law  is  penny- 
wise  and  pound  foolish;  limiting  the  availability  of  home  health 
services  can  only  force  seniors  to  unwillingly  accept  institutionaliza- 
tion or  forego  quality  care. 

In  conclusion,  it  is  my  hope  that  this  subcommittee  will  schedule 
a  day  of  hearings  to  specifically  address  reforms  in  the  area  of  home 
care. 

I  know  that  there  is  an  interest  on  the  part  of  the  administration 
and  many  of  our  colleagues,  particularly  from  the  Aging  Committee, 
to  provide  for  these  reforms. 

Such  a  hearing  would  also  give  you,  Mr.  Chairman,  the  oppor- 
tunity to  hear  from  HEW  specifically  regarding  their  research  on  the 
cost  effectiveness  of  home  care. 

In  recent  years  our  attitudes  toward  the  aged  have  changed,  yet 
our  commitment  to  this  growing  segment  of  our  society  will  be  a 
false  one  if  we  fail  to  provide  them  with  the  type  of  health  care 
which  allows  for  the  continuation  of  productive  and  independent 
lives. 

I  hope  that  your  attention  will  focus  on  this  most  important  area, 
and  that  your  bill  will  reflect  an  understanding  of  the  vital  need 
for  home  health  care  alternatives. 

Thank  you  for  this  opportunity,  Mr.  Chairman. 

[An  attachment  to  the  statement  follows:] 
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Mr.  Burleson.  I  will  repeat  now,  Mrs.  Chisholm:  We  are  very 
glad  to  have  you  for  your  impressive  presentation. 

I  am  sure  your  views  will  certainly  be  of  interest  and  consideration 
to  this  subcommittee. 

Mr.  Ford,  do  you  have  any  questions? 

Mr.  Ford.  Thank  you  very  much,  Mr.  Chairman,  and  to  my  col- 
league, Mrs.  Chisholm. 

First,  I  would  like  to  thank  you  for  appearing  before  the  sub- 
committee this  morning  and  for  articulating  the  issues  so  well  for 
the  elderly  in  this  country. 

As  chairman  of  the  Congressional  Black  Caucus  Subcommittee 
on  the  Aged,  I  can  certainly  attest  to  the  great  need  for  home  health 
services  among  the  black  and  poor  elderly. 

I  want  to  thank  you  again,  Mrs.  Chisholm,  for  bringing  to  the 
attention  of  this  subcommittee  the  primary  need  which  has  been 
identified  time  and  time  again  in  several  brain  trust  meetings  on  the 
aged  conducted  through  the  Congressional  Black  Caucus. 

At  the  CBC  brain  trust  meeting  held  last  Monday  in  Dayton, 
Ohio,  home  health  care  was  identified  as  a  major  alternative  to 
institutional  care  for  elderly  blacks. 

It  was  endorsed  unanimously  by  about  300  black  aging  profes- 
sionals and  elderly  people  themselves  who  were  in  attendance  at  the 
Black  Caucus  Brain  Trust  meeting. 

I  am  pleased  that  this  subcommittee  has  begun  these  hearings  on 
home  health  care.  I  want  you  to  know,  Mrs.  Chisholm,  that  I  whole- 
heartedly endorse  and  am  a  prime  sponsor  of  this  bill  and  will  work 
to  see  that  we  pass  it  out  of  this  subcommittee  and  ultimately  to  the 
full  committee  and  hopefully  to  the  full  House  and  Congress. 

Mr.  Burleson.  As  you  know,  Mr.  Eostenkowski  is  chairman  of 
this  subcommittee  and  it  was  necessary  that  he  be  in  a  leadership 
meeting  in  the  Speaker's  office. 

That  is  the  reason  he  is  not  here  but  he  will  be  here  shortly,  and 
will  want  you  to  know  that  he  was  sorry  to  miss  your  testimony. 

Mrs.  Chisholm.  Yes,  Mr.  Chairman,  I  know,  those  things  happen. 

Thank  you. 

Mr.  Burleson.  We  have  Mr.  Moffett  of  Connecticut  with  us  now. 
Mr.  Moffett,  we  are  pleased  to  have  you  here. 

STATEMENT  OF  HON.  TOBY  MOFFETT,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CONNECTICUT 

Mr.  Moffett.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be 
before  the  subcommittee  and  to  have  you  in  the  Chair.  I  think  it  is 
very  important  that  the  subcommittee  is  considering  this  matter  of 
adjustments  in  the  medicare  program. 

I  want  to  ask  at  the  outset  that  my  entire  statement  be  included 
as  part  of  the  record. 

Mr.  Burleson.  Without  objection,  your  full  statement  will  appear 
in  the  record. 

Mr.  Moffett.  Thank  you,  and  I  will  paraphrase  it. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  come  here 
today  having  had  a  significant  amount  of  experience  in  the  past 
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couple  years  in  my  own  State  with  the  medicare  program.  Some  time 
ago  we  determined  through  our  casework  files  and  through  discus- 
sions with  various  senior  citizen  groups  that  Connecticut  had  a  spe- 
cial kind  of  problem  with  medicare  related  to  the  assignment  rate. 

I  have  already  listened  to  my  colleague  from  Minnesota,  Mr. 
Fraser,  point  out  that  while  the  medicare  program  held  promise 
for  the  elderly  when  it  was  first  created,  the  fact  of  the  matter  is 
that  the  elderly  are  paying  more  now  for  health  care  than  they  were 
before  the  program  was  put  into  operation. 

One  of  the  things  that  I  find  that  I  am  sure  that  most  Members, 
when  they  go  home  and  have  meetings  with  senior  citizens  find  to 
be  true,  is  that  the  out-of-pocket  expenses  under  medicare  have  be- 
come a  terrible  burden  to  senior  citizens.  Also,  there  are  too  many 
items  not  covered  by  medicare — eyeglasses,  hearing  aids,  dental  work, 
ambulance  services  to  some  degree — it  has  become  a  program  of  false 
promises  in  many,  many  respects. 

I  would  like  to  focus  today,  Mr.  Chairman,  if  I  might,  on  the 
out-of-pocket  medical  expenses  that  our  elderly  are  paying  through 
the  medicare  program. 

We  know  that  the  costs  of  care  have  risen  dramatically.  The  best 
estimates  we  have  are  that  roughly  $126  million  in  out-of-pocket 
costs  for  the  elderly  for  physicians'  services  were  incurred  in  1970. 
The  amount  in  1976  was  about  $562  million,  an  extraordinary  in- 
crease. 

The  fiscal  year  1976  total  of  medical  care  spent  on  the  elderly  was 
$34.9  million.  The  largest  single  item  on  that  list,  45  percent  of  that 
total,  was  for  hospital  care.  That  comes  out  to  an  average  of  about 
$688  per  elderly  person  in  the  United  States. 

It  has  become  an  intolerable  situation. 

With  regard  to  out-of-pocket  costs,  our  findings  in  Connecticut, 
as  I  was  saying  earlier,  indicated  that  the  assignment  rate,  the 
extent  to  which,  in  other  words,  doctors  were  accepting  the  medicare 
payment  rather  than  billing  the  patients  directly,  was  somewhere 
around  36  percent  last  year.  This  compared,  for  example,  with 
Massachusetts  to  our  north  at  70  percent.  We  were  the  lowest  in  the 
northeastern  region. 

We  began  to  look  at  that  situation,  Mr.  Chairman.  Why  would 
we  have  only  36  percent  of  the  doctors  actually  accepting  medicare 
assignments.  Through  a  committee  that  we  formed  with  other  mem- 
bers of  the  Connecticut  delegation  and  senior  citizen  groups,  commis- 
sioners on  the  aging  in  Connecticut  and  others,  we  began  a  public 
education  campaign  through  which  we  tried  to  let  elderly  people 
know  the  importance  of  asking  their  doctor  to  take  assignment.  Now 
we  are  up  to  about  the  national  average  of  50  percent  assignment 
in  Connecticut,  all  in  a  year's  time. 

But  the  50  percent  national  average  is  unfortunate.  As  I  under- 
stand it,  that  assignment  rate  has  declined  from  60  to  50  percent  in 
the  fairly  recent  past. 

I  have  a  bill  which  you  may  know  of,  Mr.  Chairman,  which  I  plan 
to  offer  as  an  amendment  to  the  Hospital  Cost  Containment  bill  in 
the  Commerce  Committee.  I  am  here  today,  among  other  things, 
to  urge  this  subcommittee's  consideration  of  that  amendment  in  your 
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own  markup  of  that  legislation,  or  as  a  separate  item  as  you  consider 
the  agenda  today.  It  would  reduce  the  costs  under  part  B  of  medicare 
for  the  elderly.  It  does  so  at  no  cost  to  the  medicare  program  and 
with  no  reduction  of  available  service  to  the  elderly. 

The  proposal  simply  mandates  that  hospitals,  as  a  condition  of 
participating  in  the  medicare  program,  require  their  physicians  to 
agree  to  accept  assignment  for  services  performed  in  the  hospital. 

As  I  indicated  earlier  and  as  I  am  sure  the  subcommittee  knows, 
when  a  physician  accepts  assignment,  he  or  she  agrees  to  accept  the 
reimbursement  provided  by  medicare  with  the  20  percent  coinsurance 
amount  paid  by  the  patient. 

The  amount  of  reimbursement  paid  by  medicare,  of  course,  is  based 
on  customary,  prevailing,  and  reasonable  charges  and  is  similar  to 
the  system  used  by  Blue  Shield  programs  throughout  the  country.  It 
provides  a  physician  with  adequate  reimbursement  even  if  it  is  less 
than  the  physician  might  be  able  to  charge  on  his  own. 

When  the  physician  refuses  to  accept  assignment,  which  is  the 
case  in  all  too  many  instances,  that  physician  charges  the  patient 
whatever  he  or  she  chooses.  He  bills  the  patient  directly  and  he  col- 
lects the  full  amount  from  the  patient.  The  patient  must  submit  the 
bill  to  medicare  and  be  reimbursed  only  the  amount  the  doctor  would 
have  received.  The  patient  makes  up  the  difference  between  what  the 
doctor  charges  and  what  medicare  will  allow,  in  other  words. 

The  proposal  that  I  am  suggesting  today  would  go  a  long  way 
toward  cutting  those  out-of-pocket  expenses.  It  would  not  affect 
physicians  and  their  services  outside  of  the  hospital  and,  as  a  matter 
of  fact,  it  would  be  directed  less  at  the  general  practitioner  who 
goes  into  the  hospital  than  it  would  to  the  hospital-based  physician. 

For  example,  an  anesthesiologist,  while  that  role  is  very  im- 
portant in  a  hospital,  is  in  many  ways  a  phantom  character  to  a 
patient.  He  never  sees  the  anesthesiologist,  never  comes  in  contact  with 
that  person.  Yet  he  is  billed  in  so  many  instances  directly  by  that 
anesthesiologist  rather  than  having  the  anesthesiologist  accept  the 
medicare  payment  and  accept  assignment. 

There  are  a  number  of  questions  about  the  proposal  which  I  think 
could  legitimately  be  asked. 

One  is  the  cost.  I  have  mentioned  there  is  no  additional  cost  to 
the  proposal,  although  it  may  drive  out-of-pocket  hospital  expenses 
down  dramatically. 

Some  say,  "Would  it  drive  doctors  away  from  treating  medicare 
patients?"  Well,  obviously  not  because  of  the  fact  that  it  has  no 
effect  on  out-of-pocket  practices  of  physicians. 

Some  say,  "Well,  would  you  have  a  situation  where  hospitals  in 
important  areas  such  as  the  inner-city  were  moving  out — or  doctors 
moving  out  of  them?"  I  think  the  point  here  is  not  to  have  a  sporadic 
shotgun  approach,  but  to  have  a  uniform  rule  across  the  board.  For 
example,  in  Connecticut  we  just  had  the  good  news  that  Yale-New 
Haven  Hospital,  partly  at  the  urging  of  my  office,  has  decided  to 
mandate  assignment  in  that  hospital.  I  think  it  is  good.  I  applaud 
them  for  doing  it.  We  are  very  pleased  they  are  going  to  do  it,  but 
again  it  would  be  much  better  to  have  it  as  a  rule  across  the  board 
so  you  wouldn't  have  a  pick-and- choose  situation. 
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I  hope  that  whether  or  not  my  amendment  is  agreed  to  in  the 
Commerce  Committee,  that  it  will  be  considered  by  all  of  you  on 
Ways  and  Means  and  in  this  subcommittee  and  either  considered 
as  part  of  a  markup  to  the  hospital  cost  bill  or  as  a  separate  bill. 

We  obviously  know  that  we  cannot  do  everything  and  we  cannot 
provide  every  kind  of  service.  Certainly  we  can't  pay  for  everything. 

When  we  come  to  the  issue  of  things  like  long-term  care,  it  is 
hard  to  imagine  the  Government  ever  being  able  to  foot  that  kind  of 
bill.  But  we  must  pick  out,  and  I  think  the  chairman  would  agree 
with  this,  and  the  members,  we  must  pick  out  the  areas  where  most 
help  is  needed  and  where  it  can  be  most  effectively  used. 

I  think  the  gaps  in  the  medicare  program  stick  out  like  a  sore 
thumb  and  cry  out  for  some  attention.  This  particular  gap  that  I  am 
talking  about,  the  out-of-pocket  hospital  costs,  is  a  serious  one.  I 
hope  you  consider  it  seriously  as  well. 

I  thank  you  for  giving  me  this  time  and  again  applaud  the  sub- 
committee for  consideration  of  its  issues. 

[The  prepared  statement  follows:] 

Statement  of  Hon.  Toby  Moffett,  a  Representative  in  Congress  From  the 

State  of  Connecticut 

I  want  to  express  my  gratitude  for  this  opportunity  to  testify  before  you 
on  what  I  consider  to  be  a  major  flaw  in  the  assistance  we  provide  to  our 
elderly. 

I  don't  know  how  many  are  aware  of  this  fact,  but  it  is  worth  noting  that 
older  Americans  pay  more  in  out-of-pocket  medical  expenses  today  than  they 
did  in  1966,  when  the  Medicare  system  was  first  put  into  operation. 

The  costs  of  medical  care  have  risen  astronomically  in  the  last  several 
years.  Hospital  costs  have  been  soaring  at  a  rate  two  and  one-half  times 
faster  than  the  national  rate  of  inflation.  The  same  pattern  of  inflationary 
increases  exists  in  third-party  physician  reimbursement  systems,  as  Members 
of  the  Commerce  Subcommittee  on  Oversight  and  Investigation  have  witnessed 
in  hearings  on  the  Blue  Shield  system. 

It  is  the  consumer  who  pays  for  these  incredible  increases  in  cost;  often,  it 
is  those  least  able  to  afford  it.  We  must  find  a  way  to  reduce  the  rate  of 
increase  in  these  costs.  The  hospital  cost  containment  legislation  now  being 
marked  up  in  the  Commerce  Committee  and  pending  before  this  Committee  is 
a  first  attempt. 

Medical  care  cost  increases  strike  a  devastating  blow  to  the  elderly,  many  of 
whom  are  living  on  fixed  incomes  and  are  unable  to  bear  the  burden  of 
wildly  escalating  costs. 

Even  with  Medicare  coverage,  senior  citizens  find  themselves  paying  sub- 
stantial out-of-pocket  amounts  for  medical  expenses.  In  1970,  the  out-of-pocket 
cost  to  the  elderly  for  physician  services  was  $126  million ;  in  1976,  the 
amount  was  $562  million.  This  extraordinary  increase  cannot  continue. 

I  urge  the  Subcommittee  to  consider  carefully  the  proposed  changes  in  the 
Medicare  program  which  are  before  you  today.  I  know  from  talking  with  my 
own  constituents  that  the  suggested  improvements  in  the  Medicare  program 
which  you  will  be  discussing  are  important. 

I  also  want  to  discuss  a  bill  which  I  have  introduced,  and  which  I  plan 
to  offer  as  an  amendment  to  the  Hospital  Cost  Containment  bill  in  the 
Commerce  Committee.  I  urge  your  consideration  of  this  measure  during 
mark-up  of  the  Hospital  Cost  Containment  bill. 

My  proposal  reduces  substantially  the  out-of-pocket  cost  of  hospital  care 
for  the  elderly  under  Part  "B"  of  Medicare.  It  does  so  at  no  cost  to  the  Medicare 
program,  and  with  no  reduction  of  available  service  to  the  elderly. 

My  proposal  mandates  that  hospitals,  as  a  condition  of  participating  in  the 
Medicare  program,  require  their  physicians  to  agree  to  accept  'assignment'  for 
services  performed  in  the  hospital. 

When  a  physician  accepts  "assignment",  he  agrees  to  accept  the  reimburse- 
ment provided  by  Medicare,  with  the  twenty  percent  coinsurance  amount 
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paid  by  the  patient.  The  amount  of  reimbursement  paid  by  Medicare  is 
based  on  "customary,  prevailing  and  reasonable  charges,"  and  is  similar 
to  the  system  used  by  Blue  Shield  programs  throughout  the  country.  It 
provides  the  physician  with  adequate  reimbursement,  even  if  it  is  less  than 
the  physician  might  be  able  to  charge  on  his  own. 

When  a  physician  refuses  to  accept  assignment,  he  charges  the  patient  what- 
ever he  chooses,  bills  the  patient  directly,  and  collects  the  full  amount  from 
the  patient.  The  patient  must  submit  the  bill  to  Medicare  and  be  reimbursed 
only  the  amount  Medicare  would  have  paid  the  doctor.  The  patient  makes  up 
the  difference  between  what  the  doctor  charges  and  what  Medicare  will  re- 
imburse. 

My  own  investigation  in  Connecticut,  where  the  assignment  rate  in  1976 
was  under  forty  percent,  revealed  that  the  failure  of  physicians  to  accept  as- 
signment is  a  major  cause  of  the  increasing  personal  costs  of  Medicare 
coverage.  Through  the  activity  of  a  Committee  for  Better  Medicare  Assign- 
ment, which  I  helped  to  form  in  Connecticut,  the  rate  of  assignment  has  been 
raised  almost  to  the  national  average.  Despite  that  gain,  however,  the  out-of- 
pocket  expense  to  the  elderly  for  physician  services  remains  high. 

The  national  percentage  of  physicians  accepting  assignment  has  declined 
to  about  fifty  percent  in  the  last  several  years.  As  I  stated  earlier,  the  cost 
to  the  patient  with  Medicare  coverage  for  this  extra-physician  service  had 
risen  to  more  than  a  half-billion  dollars  in  1976.  I  am  sure  that  cost  is  even 
higher  today. 

My  amendment  would  cut  the  out-of-pocket  expenditure  for  the  elderly  by 
approximately  one-half,  a  savings  of  about  $300  million.  This  is  based 
on  the  national  average  of  approximately  one-half  of  physician  fees  resulting 
from  in-hospital  services.  The  cost  to  the  Medicare  program  is  zero. 

All  but  about  one  hundred  of  the  hospitals  in  the  country  participate  in  the 
Medicare  program.  On  the  average,  hospitals  derive  one-third  of  their  income 
from  Medicare.  Representatives  of  both  the  profit  and  non-profit  hospitals 
have  agreed  that  their  institutions  simply  could  not  afford  not  to  participate 
in  Medicare. 

My  proposal  does  not  put  hospitals  in  a  position  of  enforcing  the  physician's 
agreement  to  accept  assignment — that  would  create  a  new  and  unwanted 
burden  on  the  hospitals.  Once  the  physician  agrees  to  accept  assignment,  and 
the  hospital  certifies  that  fact  to  HEW,  the  hospital's  responsibility  is  com- 
pleted. 

This  proposal  would  have  no  effect  on  the  physician's  dealings  with  a  pa- 
tient outside  the  hospital ;  the  physician  could  accept  assignment  or  not. 
It  would  only  require  that  the  physician  accept  assignment  for  in-hospital 
services.  Outside  the  hospital,  physicians  undoubtedly  will  continue  to  treat 
Medicare  patients  as  they  always  have,  some  accepting  assignment,  some 
not. 

Of  course,  we  should  improve  the  reimbursement  system  under  Medicare 
so  that  more  physicians  are  willing  to  accept  assignment,  both  in  and  out 
,of  the  hospital,  but  such  a  major  change  in  the  system  will  take  time.  In  the 
meantime,  requiring  physicians  to  accept  assignment  for  in-hospital  services 
>will  relieve  a  substantial  burden  on  the  elderly. 

The  Yale  University  Medical  School  last  month  agreed  voluntarily  to  adopt 
a  policy  of  accepting  assignment  for  services  performed  by  the  Medical 
;School  in  the  Yale-New  Haven  Hospital.  Other  hospitals  and  physicians  can 
(exist  under  the  same  conditions. 

The  greatest  effect  of  my  proposal  would  not  be  on  the  general  practitioner 
who  visits  a  Medicare  patient  in  the  hospital  or  performs  a  small  service 
for  the  Medicare  patient  in  the  hospital.  It  would  affect  most  dramatically 
the  hospital  based  physicians,  those  who,  in  my  opinion,  can  best  afford  it. 
These  are  anesthesiologists,  radiologists,  and  pathologists,  who  earn  amounts 
annually  well  beyond  the  substantial  income  of  the  normal  physician.  Secre- 
tary Calif ano,  in  testimony  before  the  Health  Subcommittee  of  the  Com- 
merce Committee,  pointed  out  that  these  physicians  average  over  $100,000  a 
year  in  income.  Some  have  arrangements  with  the  hospitals  to  receive  a 
percentage  of  the  hospitals  income. 

It  is  the  patient  who  is  paying  these  incredible  amounts,  and  the  elderly 
patient  simply  cannot  afford  it.  The  time  has  come  to  relieve  the  burden 
on  the  elderly  by  requiring  physicians  to  accept  the  reasonable  reimburse- 
ment provided  by  Medicare. 
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I  introduced  my  proposal  as  a  bill  on  April  19th.  It  was  jointly  referred  to 
this  Committee  and  the  Committee  on  Interstate  and  Foreign  Commerce. 
The  bill  involves  funds  under  Part  B  of  Medicare,  which  is  under  the 
jurisdiction  of  the  Commerce  Committee,  and  it  imposes  a  restriction  on 
Medicare  hospitals  under  Part  A,  which  is  under  the  jurisdiction  of  this 
Committee. 

I  hope  that  this  proposal  will  be  added  to  the  Hospital  Cost  Containment 
bill  in  the  Commerce  Committee  and  here.  If  it  is  not,  I  urge  this  Subcom- 
mittee to  consider  it  as  a  separate  bill  as  quickly  as  possible.  I  will  urge 
Mr.  Rogers  to  do  the  same  in  the  Commerce  Committee. 

We  must  act.  Our  senior  citizens  cannot  afford  to  continue  to  pay  the 
enormous  amounts  out-of-pocket  for  physician  services  that  they  pay  today. 
The  responsibility  is  ours. 

Mr.  Burleson.  We  thank  you,  Mr.  Moffett.  We  are  familiar  with 
your  proposal  in  the  Interstate  and  Foreign  Commerce  Committee; 
particularly  the  chairman  is  aware  of  your  efforts  there. 

Certainly  I  can  understand  your  interest  in  doing  something  to 
increase  the  assignment  rate  under  medicare  and  calling  attention  to 
this  issue. 

Well,  hopefully  with  support  and  the  ideas  you  have  presented, 
we  will  be  able  to  fashion  a  viable  alternative.  I  don't  suppose  there 
is  a  perfect  alternative  to  the  present  system,  but  I  assure  you  that 
this  committee  will  be  interested  in  trying  to  find  some  better  answers 
than  what  we  are  dealing  with  now  as  you  have  so  clearly  enunciated. 

Mr.  Duncan? 

Mr.  Duncan.  I  have  no  particular  questions,  Mr.  Chairman,  other 
than  to  welcome  our  colleague  to  the  committee.  I  do  have  kind  of 
an  unrelated  question  though,  that  I  would  like  to  ask:  I  read 
recently  where  in  Connecticut  under  the  hospital  cost  containment 
program  which  the  State  has  that  a  lot  of  the  costs  were  being 
transferred  from  the  hospitals  to  the  physicians,  to  stay  within  the 
cost  limits.  For  example,  computer  services  and  a  lot  of  things  were 
mentioned.  Are  you  familiar  with  those  allegations? 

Mr.  Moffett.  Certainly  with  the  assertions  that  are  made.  I  must 
say  in  all  candor  that  I  have  no  direct  knowledge  that  that  is  true. 
I  would  be  happy,  if  the  gentleman  from  Tennessee  is  interested  in 
pursuing  it  further,  to  get  more  detailed  information. 

Mr.  Duncan.  I  would  like  to  have  that.  I  think  it  would  be  helpful 
in  the  future. 

Mr.  Moffett.  Certainly. 

Mr.  Duncan.  When  considering  hospital  cost  containment  legisla- 
tion, I  would  like  to  have  it,  yes. 

Mr.  Moffett.  I  would  get  that  to  you. 
[The  supplementary  information  follows  :] 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  June  29,  1978. 

Hon.  John  J.  Duncan, 
Rayburn  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  John  Duncan  :  In  response  to  your  question  during  the  Health 
Subcommittee's  hearings  of  improvements  in  the  Medicare  system,  I  have 
obtained  a  response  from  those  responsible  for  controlling  hospital  costs  in 
Connecticut. 

The  Connecticut  Commission  on  Hospitals  and  Health  Care  informs  me 
that  hospitals  transferring  costs  to  physicians  to  avoid  regulation  is  not  now  a 
problem  in  Connecticut. 
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The  Commission,  in  its  budget  forms  which  each  hospital  must  complete, 
specifically  asks  the  hospital  if  services  which  were  performed  or  billed 
through  the  hospital  have  been  transferred  to  physicians.  From  the  responses 
the  Commission  is  able  to  determine  if  hospitals  are  making  such  efforts  in 
an  attempt  to  avoid  limitations  on  cost  increases. 

Also  the  Commission  analyzes  hospital  services  without  physician  costs  in 
order  to  determine  if  the  cost  has  increased  regardless  of  whether  physician 
costs  have  been  transferred. 

By  this  method  the  Connecticut  Commission  feels  it  has  been  able  to  control 
the  shifting  of  costs  from  the  hospital  to  physicians  as  a  means  of  avoiding 
control  of  hospital  costs. 

As  you  are  probably  aware  as  a  member  of  the  Health  Subcommittee,  the 
Connecticut  Commission  has  been  quite  effective  in  reducing  the  rate  of  in- 
crease in  hospital  costs.  I  hope  this  information  is  helpful  to  you. 
Sincerely, 

Toby  Moffett, 
Member  of  Congress. 

Mr.  Rostenkowski  [presiding] .  Mr.  Ford. 
Mr.  Ford.  Thank  you,  Mr.  Chairman. 

I  see  Mr.  Rostenkowski  is  here  now,  but,  Mr.  Moffett,  I  want  to 
commend  you  for  having  the  courage  to  offer  an  amendment  and 
working  so  diligently  on  your  amendment  before  the  Interstate  and 
Foreign  Commerce  Committee  and  to  let  you  know  that  as  a  member 
of  the  Ways  and  Means  Committee  here  we  will  work  to  see  if  we 
can  adopt  your  amendment  before  our  committee  and  all  that  hard 
work  you  have  put  in  will  not  go  down  the  drain.  But  I  am  curious 
now  to  know  how  your  amendment  was  first  formed  and,  if  you 
know,  the  reaction  of  the  hospital-based  physicians? 

I  have  not  heard  any  of  the  testimony  from  before  your  com- 
mittee on  that. 

Mr.  Moffett.  Well,  I  think  in  terms  of  organizations  representing 
doctors  they  would  not  be  in  favor  of  the  amendment.  They  are 
generally  not  in  favor  of  restrictions  on  physicians  and  physicians 
doing  business  in  hospitals,  and  hospital-based  physicians  par- 
ticularly, toward  whom  this  amendment  would  be  directed.  They  are 
not  exuberant  about  it;  I  think  that  is  fair  to  say. 

On  the  other  hand,  there  is  not,  as  with  any  group,  unanimity 
about  this.  In  our  own  State  there  are  some  doctors  who  happen  to 
think  that  this  is  a  long  overdue  thing  and  a  good  idea.  This  is  par- 
ticularly true  with  people  who  are  getting  a  lot  of  medicare  business, 
and  who  are  not  shopping  around  for  it,  but  are  in  the  hospital. 

I  mentioned  the  anesthesiologists  earlier.  They  can  make  a  very, 
very  attractive  living  utilizing  medicare  and  the  assignment  rate,  if 
it  turns  out  or  if  it  is  true,  as  some  have  suggested,  that  we  need 
also  to  look  at  the  medicare  method  of  reimbursement  and  whether 
or  not  it  is  fair,  I  think  we  should  do  that.  For  example,  in  Con- 
necticut where  you  may  have  heard  me  say  earlier  we  had  this  ter- 
ribly low  assignment  rate,  and  to  this  day  we  really  don't  know 
why  the  assignment  rate  is  so  low. 

When  we  started  looking  into  it,  we  brought  the  doctors  in,  the 
Connecticut  Medical  Society.  They  had  some  complaints  about  medi- 
care and  we  managed  to  make  a  change  in  our  region  through  the 
HEW  region  there,  along  with  Connecticut  General  Life  Insurance, 
which  is  the  carrier  to  make  the  billing  procedure  easier,  to  make 
them  aware  of  what  their  profile  says,  for  example,  on  which  the 
charge  is  partly  based. 


88 


So  they  are  not,  as  a  fraternity,  as  a  profession,  going  to  be  jump- 
ing on  the  bandwagon  to  support  this  amendment.  But  I  think  that 
we  can  fashion  it  in  a  way  that  is  fair  to  them  and  that  begins  to 
relieve  this  terrible  burden  that  the  gentleman  is  familiar  with, 
as  I  am. 

Mr.  Ford.  I  am  familiar  also  in  serving  an  urban  district  with  the 
hospital  and  physician  situation  we  are  faced  with.  I  have  con- 
stituents complaining  about  this  very  thing.  They  can't  get  treated 
because  they  cannot  afford  to  pay  the  physician  and  the  physician 
would  like  to  put  them  in  the  hospital,  but  at  the  same  time  the  doc- 
tors feel  they  would  have  to  pay  that  in  advance,  maybe  a  portion 
when  they  come  out  of  the  hospital  and  maybe  a  portion  before  they 
go  into  the  hospital. 

So  I  share  your  concern.  I  know  exactly  what  you  are  saying. 
Hopefully  we  will  be  able  to  move  in  that  direction. 

Mr.  Moffett.  Thank  you  very  much.  I  appreciate  it. 

Mr.  Rostenkowski.  I  am  sorn^,  Toby,  that  I  wasn't  here  to  get 
your  testimony  directly,  but  I  wasn't  sure — you  mentioned  the  Yale- 
New  Haven  Hospital.  That  is  a  teaching  hospital  ? 

Mr.  Moffett.  Yes. 

Mr.  Rostenkowski.  They  have  agreed  on  a  mandatory  assignment  ? 
Mr.  Moffett.  Yes. 

Mr.  Rostenkowski.  Plow  is  that  working  out  ? 

Mr.  Moffett.  It  is  too  early  to  tell,  Mr.  Chairman. 

Mr.  Rostenkowski.  When  did  that  take  effect? 

Mr.  Moffett.  They  just  agreed  in  the  past  month  to  do  that.  We 
had  urged  hospitals  in  Connecticut  to  try  and  see  a  way  to  do  this 
and  they  were  the  first,  as  I  understand  it,  to  come  along  and  say 
that  they  wanted  to  try  it  out.  But  it  really  is  too  early  to  tell. 

I  don't  recall  if  the  chairman  was  here  when  I  stated  that  while 
we  applaud  that  effort,  it  would  be  much  better  if  we  had  a  uniform 
situation,  as  uniform  as  possible. 

Mr.  Rostenkowski.  Well,  it  is  always  helpful  for  somebody  to 
experiment  at  this  stage,  to  be  the  pilot,  do  it  voluntarily  so  we 
could  take  a  look  at  what  they  are  doing.  As  you  know,  it  makes  it 
easier  to  pass  legislation  when  you  have  a  prototype  out  there. 

Mr.  Moffett.  Yes. 
.  Mr.  Rostenkowski.  But  this  is  a  very  interesting  piece  of  legisla- 
tion that  you  have  been  discussing  and  we  are  certainly  going  to 
look  at  it  in  depth.  I  think  that  it  is  worthwhile,  and  I  am  hoping 
that  if  our  legislation  doesn't  become  too  cumbersome,  that  we  can 
accept  something  as  reasonable  as  I  think  your  observations  are. 

Are  there  further  questions  ? 

Mr.  Moffett.  Thank  you,  Mr.  Chairman. 

Mr.  Rostenkowski.  Congresswoman  Boggs  please. 

We  certainly  want  to  welcome  you,  Lindy,  to  our  subcommittee 
hearings.  We  always  look  forward  to  a  Boggs  testifying  before  the 
Ways  and  Means  Committee. 

There  is  an  old  affection  that  we  have  for  Hale  Boggs,  who  served 
on  this  committee  so  well  and  really  gave  those  of  us  who  were 
privileged  to  serve  with  him  a  great  deal  to  reach  for  and  really 
helped  educate  many  of  us. 
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So  if  you  would  proceed  with  your  testimony,  we  would  be  pleased 
to  receive  it. 

STATEMENT  OF  HON.  LINDY  BOGGS,  A  REPRESENTATIVE  IN 
CONGRESS  EROM  THE  STATE  OP  LOUISIANA 

Mrs.  Boggs.  Thank  you  so  much,  Mr.  Chairman. 

If  I  could  prevail  upon  his  good  offices,  Hale  would  be  here  testi- 
fying in  the  same  regard  today. 

Mr.  Chairman  and  members  of  the  Health  Subcommittee,  I  really 
appreciate  this  opportunity  to  appear  before  you  and  I  congratulate 
you  on  your  present  medicare  initiatives.  You  have  always  fully 
recognized  that  the  health  care  needs  of  our  elderly  citizens  should 
be  an  item  of  high  priority  deserving  of  special  congressional 
attention. 

The  older  people  of  this  country  have  devoted  most  of  their  adult 
lives  to  working  at  their  vocations,  building  a  strong  economy  for 
America,  and  supporting  through  their  taxes  and  social-security 
payments  the  vast  programs  of  the  Federal  Government.  In  their 
later  years  they  become  the  recipients  of  assistance  from  some  of 
these  programs,  one  of  which  is  medicare. 

Mr.  Chairman,  I  believe  our  senior  citizens  are  entitled  to  a  life 
of  peace  and  dignity  free  of  the  fear  of  unnecessary  institutionaliza- 
tion or  hospital  confinement.  I  have  been  aware  for  some  }^ears  now 
that  certain  medicare  restrictions  on  the  coverage  of  occupational 
therapy  services  are  preventing  many  of  our  elderly  or  disabled  citi- 
zens from  receiving  the  medically  prescribed  treatment  they  need 
to  maintain  their  independence  and  avoid  being  institutionalized. 
Also,  under  the  present  programs  that  insist  upon  deinstitutionaliza- 
tion, occupational  therapy  services  are  especially  important  to  re- 
establish the  patient  in  self-sufficiency. 

Occupational  therapists  are  health  professionals  whose  evaluation 
and  treatment  is  directed  toward  increasing  the  independence  and 
productivity  of  individuals  who  have  incurred  physical,  psychologi- 
cal or  development  disabilities.  They  work  primarily  with  patients 
who  have  been  impaired  by  heart  attacks,  strokes,  diabetes,  arthritis, 
physical  trauma,  spinal  cord  injury  or  emotional  illness.  Among  the 
settings  which  provide  occupational  therapy  are  hospitals,  skilled 
nursing  facilities,  home  health  agencies,  rehabilitation  centers  and 
communty  mental  health  centers. 

Under  the  present  medicare  law,  occupational  therapy  is  a  covered 
service  for  inpatients  in  hospitals  and  skilled  nursing  facilities,  for 
outpatients  in  clinics  attached  to  approved  hospitals,  and  for  re- 
cipients of  home  health  care  if  they  also  require  either  intermittent 
skilled  nursing  or  physical  therapy  or  speech  pathology. 

This  medicare  coverage  for  occupational  therapy  is  seriously  in- 
adequate in  the  areas  of  home  health  and  outpatient  benefits.  There- 
fore, I  strongly  urge  the  subcommittee  to  correct  these  shortcomings 
in  the  law  by  adopting  amendments  which  permit  coverage  for  oc- 
cupational therapy  in  the  approved  free-standing  outpatient  clinic 
and  as  a  qualifying  service  for  home  health  benefits. 
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The  recommendations  I  am  making  today  are  contained  in  legisla- 
tion introduced  by  Mr.  Duncan  [H.R.  4499],  Mr.  William  F.  Walsh 
[H.R.  3313],  and  myself  [H.R.  9826  and  9827].  Many  of  our  col- 
leagues in  the  House  have  joined  us  in  cosponsoring  the  legislation. 
I  would  also  hasten  to  point  out  that  on  three  occasions  in  the  past 
5  years  the  Senate  Finance  Committee  and  the  full  Senate  have  con- 
sidered and  approved  these  proposals. 

The  equitable  treatment  of  our  elderly  and  disabled  people,  for 
whom  the  medicare  benefits  are  intended,  requires  the  enactment 
of  this  proposed  legislation.  A  stroke  victim's  occupational  therapy 
treatment  should  be  a  covered  service  whether  provided  in  a  hospital, 
clinic,  or  any  other  approved  outpatient  setting.  Likewise,  an  elderly 
arthritic  homemaker  should  not  have  to  be  hospitalized  to  receive  pro- 
tective splints,  fabricated  and  fitted  by  an  occupational  therapist, 
merely  because  she  does  not  happen  to  need  another  skilled  service 
which  is  required  for  her  to  receive  this  treatment  at  home. 

Medicare  recipients  should  not  be  subject  to  the  inconvenience  and 
frustration  caused  by  provisions  which  arbitrarily  limit  the  setting 
in  which  the  treatment  can  be  received.  Likewise,  the  patient  who 
can  be  treated  at  home  should  not  be  deprived  of  access  to  needed 
occupational  therapy  services  because  no  other  treatment  is  required. 

The  home  health  restriction  in  the  current  medicare  law  is  espe- 
cially inappropriate  in  that  it  assumes  that  the  patient  who  needs 
only  occupational  therapy  in  the  home  does  not  require  that  degree 
of  care  which  medicare  was  intended  to  provide.  The  proper  medical 
management  of  patients  does  not  support  this  assumption.  As  a 
matter  of  fact,  the  level  of  care  required  for  these  patients  is  the 
same  as  that  due  to  patients  who  need  only  physical  therapy  or 
speech  pathology. 

The  law  fails  to  recognize  this  similarity  and  arbitrarily  excludes 
coverage  for  the  person  who  needs  only  occupational  therapy.  The 
people  who  suffer  the  most  from  this  erroneous  assumption  are  the 
elderly  medicare  beneficiaries  who  must  either  forgo  treatment  and  be 
exposed  to  the  damaging  consequences  which  may  follow  or  them- 
selves bear  the  burden  of  a  health  care  cost  which  should  rightly  be 
the  responsibility  of  the  medicare  program. 

Mr.  Chairman,  I  realize  that  cost  considerations  must  be  an  es- 
sential part  of  your  deliberations  in  developing  medicare  amendment 
legislation.  I  will  not,  however,  go  into  detail  at  this  point  with 
regard  to  the  potential  costs  of  the  expansion  of  the  program  inas- 
much as  other  witnesses  will  be  appearing  to  testify  fully  in  this 
area.  X  do,  though,  wish  to  bring  to  the  subcommittee's  attention  the 
potential  for  cost  savings  which  enactment  of  these  amendments  will 
produce.  By  reducing  unnecessary  barriers  to  less  costly  outpatient 
and  home  health  treatment,  these  amendments  will  provide  real 
incentives  for  a  more  cost-effective  form  of  health  care.  Enactment 
of  these  proposals  will  improve  access  to  medically  necessary  occu- 
pational therapy,  and  reduce  the  possibility  of  recurring  disability 
and  the  accompanying  need  for  rehospitalization. 

The  benefits  and  cost-effectiveness  of  occupational  therapy,  long 
recognized  by  providers  and  recipients  of  the  service,  has  recently 
been  noted  by  the  Health  Insurance  Association  of  America  and  the 
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National  Association  of  Insurance  Commissioners.  The  HIAA  stated 
in  a  medical  economics  bulletin  that: 

Occupational  therapy  is  a  professional  health  care  service  which,  when 
properly  used,  can  be  instrumental  in  decreasing  hospital  confinement,  disability, 
and  the  ultimate  cost  of  health  care  *  *  *. 

The  HIAA  statement  followed  closely  on  the  Insurance  Commis- 
sioners' adoption  of  a  resolution  noting  the  importance  of  occupa- 
tional therapy  in  the  cost-effectiveness  provision  of  quality  health 
care.  Both  groups  urged  inclusion  of  coverage  for  occupational 
therapy  in  health  insurance  plans. 

It  appears  to  me  that  in  view  of  the  alarming  increase  m  health 
care  costs  in  recent  years,  we  should  consider  carefully  these  recom- 
mendations of  the  private  insurance  industry  and  support  proper 
coverage  for  occupational  therapy,  which  has  proven  to  be  both  cost- 
effective  and  medically  beneficial. 

I  thank  you  again  for  the  opportunity  to  present  these  proposals 
and  I  urge  your  support  for  these  amendments. 

Mr.  Rostenkowski.  I  want  to  thank  you,  Lindy,  for  testifying 
before  us.  Certainly  we  will  find  your  comments  very  useful. 

Mr.  Duncan? 

Mr.  Duncan.  I  have  no  questions.  I  want  to  compliment  you  for 
your  excellent  statement.  You  have  given  us  a  lot  to  consider.  I 
know  it  will  be  helpful  to  the  committee,  and  I  am  pleased  to  be 
associated  with  you  on  your  bill. 

Mrs.  Boggs.  Thank  you  so  much. 

Mr.  Rostenkowski.  Thank  you. 

Next  is  Mr.  Hughes  and  Mr.  Hacking.  ,  i 

STATEMENT  OF  PETER  W.  HUGHES,  LEGISLATIVE  COUNSEL,  AS 
PRESENTED  BY  JAMES  M.  HACKING,  ASSISTANT  LEGISLATIVE 
COUNSEL,  NATIONAL  RETIRED  TEACHERS  ASSOCIATION  AND 
AMERICAN  ASSOCIATION  OE  RETIRED  PERSONS,  ACCOMPANIED 
BY  LAURIE  EIORI,  LEGISLATIVE  REPRESENTATIVE 

Mr.  Hacking.  Thank  you,  Mr.  Chairman. 

Mr.  Rostenkowski.  Is  Mr.  Hughes  with  you,  Mr.  Hacking  % 

Mr.  Hacking.  Mr.  Chairman,  Mr.  Hughes'  is  unable  to  be  here.  He 
has  a  conflicting  appointment  at  this  time. 

Mr.  Rostenkowski.  I  see.  If  you  would  identify  yourself,  Mr. 
Hacking,  you  may  proceed  with  your  testimony.  The  committee  is 
ready  to  receive  it. 

Mr.  Hacking.  I  am  James  M.  Hacking,  assistant  legislative  coun- 
sel for  the  11 -million  member  National  Retired  Teachers  Associa- 
tion/American Association  of  Retired  Persons.  On  my  left  is  Ms. 
Laurie  Fiori,  one  of  our  legislative  representatives.  I  would  like  to 
have  my  full  statement  included  in  the  record.  In  the  interest  of 
time,  I  shall  omit  major  portions  of  it. 

Mr.  Rostenkowski.  Your  statement  in  its  entirety  will  be  included 
in  the  record,  Mr.  Hacking. 

Mr.  Hacking.  First  of  all,  I  would  like  to  state  that  I  understand 
that  the  budget  resolution  allows  the  subcommittee  only  $100  million 
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for  medicare  program  improvements.  Obviously  that  restricts  the 
scope  of  the  items  that  this  subcommittee  feels  free  to  entertain.  , 

1972,  I  guess,  witnessed  the  last  major  expansion  of  the  medicare  j 
programs.  At  that  time  we  expected  that  the  programs  would  very 
soon  be  expanded  to  include  a  comprehensive  program  of  long- 
term  care,  out-of-institution  drug  coverage  and  protection  against  ( 
catastrophic  illness.  We  also  expected  that  a  program  of  national  ( 
health  insurance  to  provide  comprehensive  protection  for  the  entire  :  • 
population  would  follow  soon  after. 

However,  none  of  these  expansions  have  materialized.  Indeed,  the  j 
program  expansions  and  the  goal  of  the  national  health  insurance  £ 
seem  further  out  of  reach  today  than  they  were  then.  Moreover,  the  J 
costs  of  what  is  already  in  place  are  rising  so  quickly  that  we  are  ( 
afraid  that  proposals  to  cut  back  on  existing  medicare  protection  j 
may  gain  an  increasingly  receptive  ear  in  the  Congress.  This  in-  , 
creasingly  constraining  situation  has  largely  been  caused  by  the 
elevated  and  truly  outrageous  rate  of  inflation  in  the  health  care  , 
sector  of  the  economy  over  the  past  decade  and  by  congressional 
unwillingness  to  control  government  and  private  expenditures  fun-  j 
neled  into  that  sector. 

The  hospital  is  a  major  contributor  to  this  cost  and  revenue  spiral 
because  restrospective  cost  reimbursement  mechanisms  have  per-  , 
mitted  these  institutions  to  grow  in  size  and  number,  as  well  as 
purchase  expensive  equipment,  irrespective  of  cost,  demonstrable  j 
need  or  proven  efficacy. 

There  has  been  much  debate  over  proposals  to  revise  reimburse- 
ment  mechanisms  and  curtail  excessive  capital  expenditures,  but  j 
little  lias  been  accomplished  by  way  of  permanent  reform.  We  recog- 
nize  the  complexity  of  this  issue  and  the  difficulty  in  reaching  a 
consensus  on  the  proper  solution.  For  this  reason,  we  feel  it  is  im- 
perative that  Congress  immediately  impose  temporary  cost  ceilings 
on  all  significant  health  care  cost  items  while  seeking  long-term 
remedies.  i 

The  choice  is  simple :  either  we  drastically  cut  the  rate  of  inflation  | 
in  the  health  sector  and  thereby  contain  the  cost  of  government 
health  programs  or  we  face  the  growing  prospect  that  existing 
program  benefits  will  be  cut.  , 

Enactment  of  the  Hospital  Cost  Containment  Act  offers  us  an 
opportunity  to  begin  to  alleviate  this  dismal  situation.  We  commend 
this  subcommittee  for  acting  on  this  piece  of  legislation  and  urge  | 
its  expeditious  consideration  by  the  full  committee,  Congressional  , 
approval  of  this  bill  on  schedule  would  have  resulted  in  cost  savings 
in  excess  of  $1.5  billion  by  fiscal  year  1979  for  the  medicare  pro- 
grams alone.  Had  enactment  of  the  Hospital  Cost  Containment  Act 
been  acomplished,  the  scope  of  these  hearings  could  have  been  greatly  f 
expanded  and  we  could  now  be  discussing  truly  significant  medicare 
benefit  improvements. 

Of  all  the  possible  benefit  improvements  that  could  be  provided 
with  the  $100  million  in  additional  funds  made  available  to  the 
subcommittee,  our  associations  believe  expansion  of  home  health  care 
benefits  under  medicare  is  the  most  important  at  this  time. 
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Present  home  health  care  benefits  are  oriented  toward  skilled  care 
and  are  not  designed  to  cover  care  related  to  assisting  with  daily 
living  activities  unless  the  patient  requires  skilled  nursing  care  and/ or 
physical  or  speech  therapy. 

The  findings  of  the  recent  GAO  report  on  home  health  care  lend 
credence  to  the  assertion  that,  until  older  persons  become  greatly 
or  extremely  impaired,  the  cost  of  nursing  home  care  exceeds  the 
cost  of  home  health  care. 

The  Medicare  Home  Health  Amendments  of  1978  (H.R.  10738), 
legislation  introduced  by  Representative  Claude  Pepper,  is  a  logical 
sequal  to  the  GAO  report  and  would  make  several  needed  changes  in 
medicare's  home  health  benefit  structure.  This  bill  attempts  to  in- 
clude the  most-often-calied-for  changes  in  the  current  structure  and 
limits  its  recommendations  to  the  less  costly,  and  hence  more  afford- 
able, reform  items. 

H.R.  10738  would  remove  the  part  A  prior  hospitalization  require- 
ment, eliminate  the  parts  A  and  B  homebound  requirement,  delete 
the  100-visit  limits  in  both  parts  A  and  B,  and  add  homemaker  and 
periodic  chore  services  to  the  list  of  covered  services. 

This  bill  has  our  complete  support. 

Turning  to  the  next  section  of  our  statement,  I  would  like  to 
discuss  a  "buy-in"  amendment. 

Another  possible  improvement  in  medicare  benefits  would  be  to 
permit  individuals  who  are  over  age  60,  but  who  have  not  reached 
the  social  security  eligibility  age  of  65,  to  "buy-in"  to  the  medicare 
system.  Four  times  since  1972  the  Senate  has  approved  such  legisla- 
tion, S.  1933,  sponsored  by  Senator  Alan  Cranston.  A  similar  meas- 
ure, H.R.  9271,  introduced  by  Representative  James  Corman,  is 
pending  before  this  subcommittee. 

Under  this  "buy-in"  amendment,  elderly  persons  who  are  currently 
not  covered  by  medicare's  hospital  and  supplementary  medical  in- 
surance program  (because,  for  instance,  they  elected  early  retire- 
ment at  age  62  and  lost  their  private  group  health  coverage)  would 
be  able  to  purchase  coverage  by  paying  actuarially  based  "equal-to- 
cost"  premiums.  Initially  these  rates  would  be  equal  to  rates  paid  by 
individuals  age  65  or  over  and,  if  necessary,  would  be  adjusted  in 
subsequent  years  to  reflect  the  actual  program  costs  experienced. 

Enactment  of  this  "buy-in"  amendment,  because  it  is  self-financed, 
should  not  result  in  any  additional  cost  to  taxpayers  or  the  Federal 
budget  and,  therefore,  our  associations  believe  this  amendment 
should  be  adopted  by  this  subcommittee. 

Xow  I  would  like  to  turn  to  the  subject  of  physician  fee 
reimbursement. 

During  1977  alone,  physician  fees  rose  9.3  percent — a  rate  of 
increase  that  was  50-percent  higher  than  that  for  other  consumer 
prices.  Since  1950,  rates  of  increase  in  physician  fees  have  con- 
sistently outpaced  the  overall  inflation  rate,  physician  fees  increasing 
43-percent  faster  per  year  than  nonmedical  care  prices.  The  only 
exception  to  this  pattern  occurred  during  the  1971—74  period  of  wage 
and  price  controls. 

According  to  the  March  1978  Council  on  Wage  and  Price  Stability 
(CTYTS)  study  of  physician  fees,  a  primary  cause  of  rapidly  rising 
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physician  fees  and  expansion  in  program  expenditures  for  physician 
services  since  the  mid-sixties  has  been  the  growth  in  both  private 
and  public  health  insurance  coverage  and  changes  in  methods  of 
reimbursement. 

In  CWPS's  opinion,  increased  insurance  coverage  since  1965 
and  use  of  a  payment  mechanism  that  basically  permits  physicians 
to  determine  their  own  fees  have  had  the  combined  effect  of  exempt- 
ing physician  fees  from  normally  restraining  market  forces  that  exist 
for  other  consumer  services  and  significantly  reducing  consumer 
incentives  to  resist  higher  costs  of  physician  services. 

It  is  widely  recognized  that  medicare's  current  physician  fee  reim- 
bursement mechanism,  which  permits  physicians  to  charge  "cus- 
tomary and  prevailing"  rates  for  their  services,  has  been  a  major 
contributor  to  the  cost  spiral  in  physician  care.  Paradoxically  at  the 
same  time,  these  medicare  reimbursement  limits  are  causing  a  dis- 
turbing trend  to  emerge  whereby  more  physicians  are  refusing  to  see 
medicare  and  medicaid  patients  and  are  also  refusing  to  accept 
medicare's  payment  as  payment  in  full.  This  trend  toward  non- 
acceptance  of  "assignment  is  causing  the  elderly  s  out-of-pocket  ex- 
penses for  health  care  to  soar  despite  medicare  protection. 

As  a  temporary  first  step  toward  slowing  the  rate  of  increase  in 
physician  fees,  our  associations  once  again  recommend  what  we  first 
recommended  to  this  subcommittee  in  1976,  that  is,  that  physicians 
not  be  allowed  to  increase  their  fees  in  any  year  oyer  the  reasonable 
charge  level  (or  fee  schedule  level)  for  the  preceding  year  at  a  rate 
which  exceeds  the  rate  of  increase  in  the  CPI  for  all  services  (less 
medical  services). 

Concomitantly,  the  medicare  and  medicaid  programs  should  not 
be  allowed  to  reimburse  physicians  for  their  services  at  amounts  in 
excess  of  these  yearly  established  ceilings.  This  same  rule  should  be 
applied  to  third-party  payments  made  by  all  private  insurers.  It  is 
simply  not  feasible  to  impose  such  ceiilngs  only  with  respect  to 
reimbursement  under  the  public  programs.  Such  action  would  simply 
accelerate  the  trend  for  physicians  to  refuse  to  accept  assignment  of 
medicare  payments  as  payments  in  full  or,  even  worse,  cause  physi- 
cians to  discriminate  against  medicare  and  medicaid  patients.  An 
attempt  to  deal  with  inflationary  trends  in  physician  fees  solely 
through  the  Federal  health  care  programs  would  make  the  bene- 
ficiaries of  these  programs  second-class  citizens. 

As  I  am  sure  this  subcommittee  found  in  its  analysis  of  the  hos- 
pital cost  containment  legislation,  any  cap  on  the  rate  of  increase  in 
physician  fees  must  be  applied  across  the  board  to  be  effective.  A 
cap  limited  only  to  the  rate  of  increase  in  reimbursement  under  the 
medicare/ medicaid  programs  will  not  restrain  the  physicians  fee 
spiral. 

Once  an  incomes  policy  with  respect  to  physicians'  fees  is  in  place, 
Congress  should  turn  its  attention  to  longer  term,  permanent  physi- 
cian reimbursement  reform.  Perhaps  the  ultimate  answer  to  the 
problem  of  rapidly  increasing  physician  fees  is  the  use  of  annually 
predetermined  fee  schedules  to  be  used  by  all  payors  and  applied  in 
local  areas.  Under  this  concept,  fee  schedules  could  be  established 
yearly  through  negotiations  among  representatives  of  government, 
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other  third-party  payors,  providers,  and  consumer  interests.  Un- 
fortunately, it  would  take  time  to  test  a  program  such  as  this  to 
determine  its  effectiveness  in  restraining  the  physician  fee  spiral.  In 
the  meantime,  the  imposition  of  an  incomes  policy  is  the  only  poten- 
tially effective  policy  instrument  available  to  deal  with  the  problem. 

Our  total  health  care  spending  has  increased  at  an  average  of  12 
percent  over  the  last  decade  (a  rate  far  higher  than  those  for  other 
economic  sectors).  In  terms  of  health  status  and  life  expectancy, 
we  have  reached  a  point  of  diminishing  returns  over  and  against 
huge  increases  in  total  health  care  spending. 

This  excessive  rate  of  inflation  in  the  health  sector  will  have  in- 
creasingly serious  consequences,  we  think.  The  proportion  of  the 
Federal  budget  allocated  to  cover  the  cost  of  the  present  level  of 
medicare  and  medicaid  benefits  will  continue  to  grow  and  compete 
against  other  national  priorities.  The  financial  viability  of  the  medi- 
care program  will  be  seriously  impaired  and  more  elderly  persons, 
even  with  medicare  protection,  will  be  priced  out  of  the  health  care 
market  and  denied  access  to  needed  care. 

As  the  narrow  topic  of  this  subcommittee's  hearings  today  illus- 
trates, prospects  for  any  significant  expansion  of  medicare  protection 
are  diminishing  and  the  goal  of  national  health  insurance  is  in- 
creasingly remote. 

The  only  viable  method  to  stop  this  dangerous  trend  from  grow- 
ing worse  is  the  imposition  of  immediate  cost  ceilings  on  both  insti- 
tutional and  noninstitutional  providers  of  health  care.  Government 
expenditures  for  health  care  are  doubling  every  5  years.  We  cannot 
afford  any  further  delay  by  Congress  while  alternative,  long-term 
reforms  are  debated. 

In  the  interim,  since  very  limited  funds  are  available,  we  urge 
this  subcommittee  to  expand  home  health  care  benefits  as  prescribed 
in  H.K.  10738  and,  in  addition,  accept  the  "buy-in*'  amendment  pro- 
posed by  S.  1993/H.R.  9271. 

That  concludes  my  statement,  Mr.  Chairman,  I  thank  you  for  the 
opportunity  to  present  it. 

[The  prepared  statement  follows :] 

Statement  of  the  National  Retired  Teachers  Association  and  the  American 
Association  of  Retired  Persons 

I  am  Peter  TV.  Hughes,  Legislative  Counsel  for  the  11.8  million  member 
National  Retired  Teachers  Association  and  the  American  Association  of 
Retired  Persons.  Accompanying  me  this  afternoon  is  James  M.  Hacking, 
Assistant  Legislative  Counsel  for  our  two  organizations.  We  appreciate  this 
opportunity  to  appear  before  your  Subcommittee  to  offer  our  recommendations 
on  how  the  small  additional  outlay  permitted  by  the  fiscal  year  1979 
Congressional  Budget  Resolution  can  best  be  spent  to  provide  limited  benefit 
improvements  in  the  Medicare  Program. 

ft  is  our  understanding  that  the  current  budget  resolution  makes  available 
$100  million  in  increased  funds  for  fiscal  year  1979.  Given  the  relatively 
small  size  of  this  budgetary  increase,  it  is  obvious  this  Subcommittee  will  be 
forced  to  restrict  itself  to  selecting  only  one  or  two  policy  initiatives  out  of 
the  several  possible  improvements  listed  in  your  June  9th  press  release. 

need  for  immediate  cost  controls 

Considering  the  many,  long-overdue  and  sorely  needed  Medicare  benefit 
expansions  we  have  been  holding  in  abeyance  since  1972    (the  last  time 
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major  Medicare  improvements  were  legislated) — all  because  of  budgetary 
constraints — it  is  unfortunate  that  it  is  still  not  feasible  to  make  significant 
advances  in  this  area.  In  fact,  as  the  recent  debates  over  the  1977  Social 
Security  Amendments  and  refinancing  issue  have  revealed.  Congress  is 
finding  it  politically  and  economically  difficult  to  provide  sufficient  funds 
to  guarantee  into  the  future  benefits  already  in  place,  let  alone  finance  sub- 
stantive benefit  expansions.  Even  under  the  revised  social  security  financing 
schedule,  the  1978  Annual  Report  of  the  Board  of  Trustees  for  the  Hospital 
Insurance  Trust  Fund  (which  funds  Part  A  of  Medicare)  predicts  depletion 
of  funds  by  the  late  1980s,  unless  alternative  financing  mechanisms  are  found 
or  cost  control  measures  are  put  into  place. 

This  increasingly  constraining  situation  has  largely  been  caused  by  the 
rampant  rate  of  inflation  in  the  health  care  sector  over  the  past  decade  and 
Congress'  inability  to  gain  control  of  government  expenditures  being  fun- 
neled  into  that  sector.  The  hospital  is  the  major  contributor  to  this  cost 
spiral  because  retrospecive  cost  reimbursement  mechanisms  have  permitted 
these  institutions  to  grow  in  size  and  number,  as  well  as  purchase  expensive 
equipment,  irrespective  of  cost,  demonstrable  need  or  proven  efficacy.  In  ad- 
dition, third  party  payment  mechanisms,  which  account  for  92  percent  of  all 
hospital  revenue,  provide  little  incentive  for  doctors  or  patients  to  seek  less 
expensive  types  of  care. 

Much  debate  has  been  conducted  over  proposals  to  revise  reimbursement 
mechanisms  and  curtail  excessive  capital  expenditures,  but  little  has  been 
accomplished  by  way  of  permanent  reform.  We  recognize  the  complexity  of 
this  issue  and  the  difficulty  in  reaching  a  consensus  on  the  proper  solution. 
For  this  reason,  we  feel  it  is  imperative  that  Congress  immediately  impose 
temporary  cost  ceilings  on  all  health  care  items  while  seeking  long-term  reme- 
dies. The  choice  is  simple :  either  we  drastically  cut  the  rate  of  inflation  in  the 
health  sector  and  thereby  contain  the  cost  of  government  health  programs  or 
we  face  the  growing  prospect  that  benefits  will  be  cut. 

Enactment  of  the  Hospital  Cost  Containment  Act  offers  us  an  opportunity 
to  begin  to  alleviate  this  dismal  situation.  We  commend  this  Subcommittee  for 
acting  on  this  piece  of  legislation  and  urge  its  expeditious  consideration  by  the 
full  Committee.  Congressional  approval  of  this  bill  on  schedule  would  have 
resulted  in  cost-savings  in  excess  of  $1.5  billion  by  fiscal  year  1979  for  the 
Medicare  Program  alone.  Had  enactment  of  the  Hospital  Cost  Containment 
Act  been  accomplished,  the  scope  of  these  hearings  would  have  been  greatly 
expanded  and  we  could  now  be  discussing  truly  significant  benefit  improve- 
ments rather  than  restricting  ourselves  to  low-cost,  non-controversial  re- 
visions. 

EXPANSION  OF  HOME  HEALTH  CARE  BENEFITS  UNDER  MEDICARE 

Of  all  the  possible  benefit  improvements  that  could  be  provided  with  the 
$100  million  in  additional  funds  made  available  to  the  Subcommittee,  our 
Associations  believe  expansion  of  home  health  care  benefits  under  Medicare 
is  the  most  important  at  this  time.  Improvement  of  home  health  benefits 
offers  us  the  opportuniy  to  begin  to  neutralize  the  Medicare  Program's  over- 
emphasis of  institutionalization  and  attention  to  acute  care.  This  bias  has 
not  only  caused  excessive  utilization  of  more  expensive  care,  but  it  has  led 
us  to  ignore  the  values  and  possible  cost-savings  that  could  result  from  en- 
couraging the  use  of  less-costly  preventive  services. 

Although  prevention  is  often  touted  as  a  way  of  reducing  the  overall 
health  care  bill.  Medicare  offers  very  little  that  falls  into  the  category  of 
preventive  services.  Present  home  health  care  benefits  are  oriented  toward 
skilled  care  and  are  not  designed  to  cover  care  related  to  assisting  with 
daily  living  activities  unless  the  patient  requires  skilled  nursing  care  and/ or 
physical  or  speech  therapy. 

To  be  eligible  for  Medicare  home  care  benefits,  a  person  must  be  confined 
to  his  residence  (homebound),  under  the  care  of  a  physician  and  in  need 
of  part-time,  skilled  nursing  services.  To  qualify  for  home  care  benefits 
under  Medicare  Part  A,  a  person  must  have  been  hospitalized  for  three  (3) 
consecutive  days.  The  patient's  coverage  under  Part  A  is  limited  to  100  home 
care  visits  per  year  after  the  start  of  one  spell  of  illness  and  before  the  be- 
ginning of  another.  Under  Medicare  Part  B.  there  is  no  prior  hospitalize tion 
requirement,  but  the  homebound  and  skilled  care  requirements  must  still  be 
met.  Visits  under  this  part  are  limited  to  100  per  calendar  year.  Medicare 
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home  health  care  expenditures  were  $433  million  for  fiscal  year  1977  and  are 
estimated  to  be  $563  million  for  fiscal  year  1978. 

The  General  Accounting  Office  (GAO)  recently  issued  a  report  on  December 
30,  1977  entitled  Home  Health— the  Need  for  a  National  Policy  to  Better 
Provide  for  the  Elderly  (HRD-78-19).  The  findings  of  this  GAO  report  lend 
credence  to  the  assertion  that,  until  older  person  become  greatly  or  extremely 
impaired,  the  cost  of  nursing  home  care  exceeds  the  cost  of  home  health  care 
(the  graph  attached  to  this  statement  illustrates  this  point).  About  17  per- 
cent of  those  persons  age  65  or  over  fall  within  the  greatly  or  extremely 
impaired  category  and  about  one-third  of  them  are  in  institutions.  Only  for 
these  persons  would  the  value  of  supportive  services  provided  by  families  and 
friends  become  so  high  that  home  care  would  be  more  costly  than  institutional 
care. 

The  Medicare  Home  Health  Amendments  of  1978  (H.R.  10738),  legislation 
introduced  by  Rep.  Claude  Pepper,  is  a  logical  sequel  to  the  GAO  Report  and 
would  make  several  needed  changes  in  Medicare's  home  health  benefit  struc- 
ture. This  bill  attempts  to  include  the  most  often  called  for  changes  in  the 
current  structure  and  limits  its  recommendations  to  the  less  costly,  and  hence 
more  affordable,  reform  items.  H.R.  10738  would  remove  the  Part  A  prior 
hospitalization  requirement,  eliminate  the  Parts  A  and  B  homebound  require- 
ment, delete  the  100  visit  limits  in  both  Parts  A  and  B,  and  add  homemaker 
and  periodic  chore  services  to  the  list  of  covered  services. 

The  GAO  Report  included  Social  Security  Administration  estimates  of  the 
cost  impact  on  the  Medicare  Program  of  the  various  benefit  liberalizations 
proposed  by  Rep.  Pepper's  bill.  GAO  calculations  of  the  additional  costs 
for  fiscal  year  1978  for  various  proposed  changes  to  Medicare,  computed 
separatelv,  were  as  follows : 

Estimated 
cost  of 
changes 

Proposed  Change  :  (in  millions) 

1.  Elimination  of  limits  on  number  of  visits  under  parts  A  and 

B    $12.5 

2.  Elimination  of  prior  hospitalization  requirement  under  part  A   12.  5 

3.  Elimination  of  homebound  requirement  under  parts  A  and  B   92.  5 

4.  Addition  of  homemaker/chore  services   75.  0 

5.  Elimination  of  skilled  care  requirement  under  parts  A  and  B        1,  250.  0 

Source  :  "Home  Health — the  Need  for  a  National  Folicy  to  Better  Provide  for  the 
Elderly."  General  Accounting  Office,  Dec.  30,  1977,  p.  24. 

In  the  GAOs  view,  elimination  of  the  100  visit  limit  and  prior  hospitaliza- 
tion requirement  would  not  be  costly.  Elimination  of  the  homebound  require- 
ment and  the  addition  of  homemaker/chore  services,  although  more  expensive 
items,  could  in  the  GAO's  opinion,  provide  sufficient  disincentives  to  insti- 
tutionalization so  as  to  help  offset  the  additional  cost  of  these  benefit  ex- 
pansions (pages  30-31).  In  light  of  the  GAO  report  findings  and  our  long- 
standing support  for  liberalizing  home  health  benefits,  our  Associations  urge 
this  Committee  to  accept  H.R.  10738  in  full. 

The  GAO  report  also  highlights  the  lack  of  coordination  among  different 
federal  home  health  programs.  When  seeking  home  health  benefits,  patients 
in  rural  areas  are  unable  to  obtain  services  simply  because  there  are  none 
available.  Residents  of  metropolitan  areas  are  often  faced  with  a  different 
problem.  Services  may  be  available  but  it  is  virtually  impossible  for  bene- 
ficiaries to  link  them  together  in  any  meaningful  way.  We  believe  the  most 
comprehensive  solution  lies  in  the  development  of  long-term  care  centers 
which  coordinate  services.  In  the  absence  of  such  legislation,  the  establishment 
of  a  national  home  health  clearinghouse,  as  proposed  by  H.R.  10737  (also 
introduced  by  Rep.  Pepper)  will  function  as  a  viable  interim  measure. 

Assuming  that  the  home  health  benefit  package  is  improved  along  the  lines 
of  H.R.  10738,  there  will  be  manpower  problems  involved  in  having  adequate 
numbers  of  qualified  personnel  to  provide  services.  This  is  particularly  true 
of  home  health  aides.  The  Administration's  welfare  reform  proposal  to  create 
public  service  jobs  affords  one  way  of  dealing  with  this  problem.  Since  these 
.iobs  do  not  require  a  great  deal  of  training,  it  should  only  take  a  relatively 
short  period  of  time  to  increase  the  number  of  home  health  aides  to  necessary 
levels.  Congress  should  specifically  set-aside  a  portion  of  the  jobs  made  avail- 
able by  the  President's  welfare  plan  for  care  of  elderly  who  live  alone  and  are 
without  family  support. 
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While  our  Associations  fully  support  liberalizations  in  home  health  bene- 
fits as  well  as  increasing  the  availability  of  these  services,  we  urge  this 
Subcommittee  to  defer  acting  on  the  proposed  amendment  to  modify  Medi- 
care's requirements  for  state  licensing  applicable  to  proprietary  home  health 
agencies.  Abuses  in  the  nursing  home  industry  have  become  increasingly  visible 
to  the  public  and  Congress  over  the  past  few  years.  The  movement  toward  rate 
review,  utilization  review,  and  disclosure  has  decreased  the  marketability  of 
the  nursing  home  business  for  proprietary  interests.  These  trends,  coupled 
with  the  governmental  movement  toward  greater  emphasis  on  in-home  serv- 
ices has  led  the  proprietary  market  analyst  to  view  home  health  services 
as  a  lucrative  area  for  investment.  Unless  action  is  taken  to  ensure  public 
scrutiny  of  providers  of  home  health  services,  at  least  comparable  to  that 
required  of  institutional  providers,  the  potential  for  abuse  in  the  home  health 
profession  will  continue  to  exist  and  accelerate  if  state  licensing  requirements 
are  removed. 

"buy-in"  amendment 

Another  possible  improvement  in  Medicare  benefits  relates  to  permitting 
individuals  who  are  over  age  60,  but  who  have  not  yet  reached  the  social 
security  eligibility  age  of  65,  to  "buy-in"  to  the  Medicare  system.  Four 
times  since  1972,  the  Senate  has  approved  such  legislation,  S.  1993,  sponsored 
by  Senator  Alan  Cranston.  A  similar  measure,  H.R.  9271,  introduced  by  Rep. 
James  Gorman,  is  pending  before  this  Subcommittee. 

Under  this  buy-in  amendment,  proposed  by  S.  1993/ H.R.  9271,  elderly 
persons  who  are  currently  not  covered  by  Medicare's  hospital  and  supple- 
mentary medical  insurance  program,  (because,  for  instance,  they  elected 
early  retirement  at  age  62  and  lost  their  private  group  health  coverage), 
would  be  able  to  purchase  coverage  by  paying  actuarially  based  "equal-to- 
cost"  premiums.  Initially  these  rates  would  be  equal  to  rates  paid  by 
individuals  age  65  or  over  and,  if  necessary,  would  be  adjusted  in  subsequent 
years  to  reflect  the  actual  program  costs  experienced.  Enactment  of  this 
buy-in  amendment,  because  it  is  self-financed,  would  not  result  in  any  addi- 
tional cost  to  taxpayers  or  the  federal  budget  and  therefore,  our  Associations 
believe  this  amendment  should  be  adopted  by  this  Subcommittee. 

S.  1993/ H.R.  9271  would  permit  the  following  individuals  to  buy-in  to  both 
Medicare  Parts  A  and  B : 

A  person  age  62  and  over  who  is  receiving  social  security  benefits. 

A  person  between  the  age  of  60  and  64  whose  spouse  is  over  65  and  en- 
rolled in  Medicare. 

A  divorced  mother  or  widow  between  age  60  and  64  who  is  caring  for  a 
child  under  18  who  is  receiving  social  security  payments  based  on  a 
worker's  record. 

A  deceased  worker's  dependent  parent  who  is  between  age  60  and  64. 
A  person  retired  on  social  security  disability   (under  current  law  these 
persons  must  wait  two  years  to  be  eligible  for  Medicare  benefits. 

PHYSICIAN    FEE   REIMBURSEMENT  REFORM 

During  1977  alone,  physician  fees  rose  9.3  percent — a  rate  of  inflation  that 
was  50  percent  higher  than  that  for  other  consumer  prices.  Since  1950, 
rates  of  increase  in  physician  fees  have  consistently  outpaced  the  overall  in- 
flation rate,  physician  fees  increasing  43  percent  faster  per  year  than  non- 
medical care  prices.  The  only  exception  to  this  pattern  occurred  during  the 
1971-74  period  of  wage  and  price  controls.  According  to  a  March  1978  Council 
on  Wage  and  Price  Stability  (CWPS)  study  of  physician  fees,  a  primary 
cause  of  rapidly  rising  physician  fees  and  expansion  in  program  expenditures 
for  physician  services  since  the  mid-1960s  has  been  the  growth  in  both  private 
and  public  health  insurance  coverage  and  changes  in  methods  of  reimburse- 
ment. In  CWPS's  opinion,  increased  insurance  coverage  since  1965  and  use  of 
a  payment  mechanism  that  basically  permits  physicians  to  determine  their 
own  fees  have  had  the  combined  effect  of  exempting  physician  fees  from 
normally  restraining  market  forces  that  exist  for  other  consumer  services 
and  significantly  reducing  consumer  incentives  to  resist  higher  costs  of 
physician  services. 

It  is  widely  recognized  that  Medicare's  current  physician  fee  reimburse- 
ment mechanism,  which  permits  physicians  to  charge  "customary  and  prevail- 
ing" rates  for  their  services,  has  been  a  major  contributor  to  the  cost  spiral 
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in  physician  care.  Paradoxically,  at  the  same  time,  these  Medicare  reimburse- 
ment limits  are  causing  a  disturbing  trend  to  emerge  where  more  physicians 
are  refusing  to  see  Medicare  and  Medicaid  patients  and  are  also  refusing  to 
accept  Medicare's  payment  as  payment  in  full.  This  trend  toward  non- 
acceptance  of  assignment  is  causing  the  elderly's  out-of-pocket  expenses  for 
health  care  to  soar  despite  Medicare  protection. 

As  a  temporary,  first  step  toward  slowing  the  rate  of  increase  in  physician 
fees,  our  Associations  recommend  that  physicians  not  be  allowed  to  increase 
their  fees  in  any  year  over  the  reasonable  charge  level  (or  fee  schedule 
level)  for  the  preceding  year  at  a  rate  which  exceeds  the  rate  of  increase  in 
the  CPI  for  all  services  (less  medical  services).  Concommitantly,  the  Medi- 
care and  Medicaid  programs  should  not  be  allowed  to  reimburse  physicians  for 
their  services  at  amounts  in  excess  of  these  yearly  established  ceilings.  This 
same  rule  should  be  applied  to  third-party  payment  made  by  private  insurers. 
It  is  simply  not  feasible  to  impose  such  ceilings  only  with  respect  to  reim- 
bursement under  the  Medicare  and  Medicaid  programs.  Such  action  would 
simply  accelerate  the  trend  for  physicians  to  refuse  to  accept  assignment  of 
Medicare  payments  as  payments  in  full  or,  even  worse,  cause  physicians  to 
discriminate  against  Medicare  and  Medicaid  patients.  An  attempt  to  deal  with 
inflationary  trends  in  physician  fees  solely  through  the  federal  health  care 
programs  would  make  the  beneficiaries  of  these  programs  second-class  citizens. 

Legislation,  S.  1470,  introduced  in  the  Senate  by  Senator  Herman  Tal- 
madge,  proposes  to  provide  a  $1  incentive  payment  and  reduced  administrative 
burdens  to  physicians  who  agree  to  accept  assignment.  Having  reviewed 
these  physician  reimbursement  revisions,  our  Associations  seriously  question 
whether  they  would  achieve  their  intended  goals.  As  with  our  position  on 
hospital  reimbursement,  we  believe  more  decisive  and  direct  action  is  required. 
The  inducements  provided  in  S.  1470,  while  aimed  in  the  right  direction,  are 
not  strong  enough  to  solve  the  problem  at  hand.  Assignment  rates  continue 
to  fall  despite  efforts  to  encourage  physicians  to  accept  the  reimbursement 
rates. 

Once  the  cost  ceilings  on  physician  fees  described  above  are  in  place, 
Congress  should  turn  its  attention  to  longer-term,  permanent  physician  reim- 
bursement reform.  On  this  subject  our  Associations  have  favored  the  use  of 
annually,  predetermined  fee  schedules  to  be  used  by  all  payors  and  applied  in 
local  areas.  Under  this  plan,  fee  schedules  would  be  established  yearly  through 
negotiations  among  representatives  of  government,  providers,  and  consumer 
interests  and  finanlized  only  after  public  hearigs  are  held.  Participating 
physicians  must  agree  to  accept  the  Medicare  payment  as  payment  in  full. 
Established  fee  schedules  as  well  as  a  directory  of  "participating"  physicians 
should  then  be  published  and  made  public  in  each  local  area. 

CONCLUSION 

Our  total  health  care  spending  has  increased  at  an  average  of  twelve 
percent  over  the  last  decade  (a  rate  far  higher  than  those  for  other  economic 
sectors).  In  terms  of  health  status  and  life  expectancy,  we  have  reached  a 
point  of  diminishing  returns  over  and  against  huge  increases  in  total  health 
care  spending.  This  excessive  rate  of  inflation  in  the  health  sector  will  have 
increasingly  serious  consequences.  The  proportion  of  the  federal  budget  al- 
located to  cover  the  cost  of  the  present  level  of  Medicare  and  Medicaid  bene- 
fits will  continue  to  grow  and  compete  against  other  national  priorities.  The 
financial  viability  of  the  Medicare  program  will  be  seriously  impaired  and 
more  elderly  persons,  even  with  Medicare  protection,  will  be  priced  out  of 
the  health  care  market  and  denied  access  to  needed  care.  As  the  narrow  topic 
of  this  Subcommittee's  hearings  today  illustrates,  prospects  for  any  significant 
expansion  of  Medicare  protection  are  diminishing  and  the  goal  of  national 
health  insurance  is  becoming  increasigly  remote. 

The  only  viable  method  to  stop  this  dangerous  trend  from  growing  worse 
is  the  imposition  of  immediate  cost  ceilings  on  both  institutional  and  non- 
institutional  providers  of  health  care.  Government  expenditures  for  health 
care  are  doubling  every  five  years.  We  cannot  afford  any  further  delay  by 
Congress  while  alternative,  long-term  reforms  are  debated.  In  the  interim, 
since  very  limited  funds  are  available,  we  urge  this  Subcommittee  to  expand 
home  health  care  benefits  as  prescribed  in  H.R.  10738  and,  in  addition, 
accept  the  "buy-in"  amendment  proposed  by  S.  1993/ H.R.  9271. 
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Mr.  Kostenkowski.  Thank  you  very  much. 
Mr.  Duncan  ? 

Mr.  Duncan.  I  have  no  questions.  Thank  you,  Mr.  Chairman. 

Mr.  Rostenkowski.  Thank  you  very  much 

Mr.  Hacking.  Thank  you. 

Mr.  Rostenkowski.  Mr.  Hutton  please. 

Welcome,  Mr.  Hutton,  to  the  subcommittee.  Would  you  please 
identify  yourself  and  your  association,  and  proceed  into  your  statement. 

STATEMENT  0E  WILLIAM  R.  HUTTON,  EXECUTIVE  DIRECTOR, 
NATIONAL  COUNCIL  OF  SENIOR  CITIZENS,  ACCOMPANIED  BY 
BETTY  DUSKIN,  RESEARCH  DIRECTOR 

Mr.  Hutton.  Thank  you. 

I  am  Bill  Hutton,  executive  director  of  the  National  Council  of 
Senior  Citizens.  The  national  council,  as  you  may  know,  is  a  non- 
profit, nonpartisan  membership  organization  representing  over  3,800 
older  people's  clubs  throughout  the  United  States. 

I  brought  with  me  Ms.  Betty  Duskin,  the  research  director  of  the 
national  council. 

With  your  permission,  Mr.  Chairman,  once  again  I  would  like 
just  to  cite  a  few  highlights  of  the  testimony.  I  realize  you  have  had 
a  long  day  here  with  many  people  to  testify,  but  there  are  one  or 
two  things  I  would  like  to  include  and  if  you  would  accept  putting 
the  entire  testimony  in  the  record,  that  would  be  fine. 

Mr.  Rostenkowski.  Mr.  Hutton,  your  statement  in  its  entirety  will 
be  included  in  the  record.  If  you  would  like  to  summarize  or  high- 
light, please  proceed. 

Mr.  Hutton.  A  week  and  a  half  ago  the  council  held  its  14th  an- 
nual convention  in  Washington,  D.C.,  and  5,000  senior  citizens,  rep- 
resenting all  these  clubs  across  the  Nation,  assembled  here  in  the 
Nation's  Capital  for  the  purpose  of  giving  direction  to  the  National 
Council  of  Senior  Citizens  leadership  on  the  major  issues  of  the  day. 

Because  NCSC  was  founded  in  the  long  fight  for  medicare  in  the 
1960's,  it  was  not  surprising  that  resolutions  on  health  care  received 
a  good  deal  of  attention.  The  final  resolution  on  health  care  policy, 
despite  its  detail,  was  passed  unanimously.  Incorporated  in  that 
resolution,  which  incidentally  is  focused  on  the  impending  debate  on 
national  health  insurance,  were  several  recommendations  intended  to 
reform  and  improve  upon  the  current  medicare  program,  while  the 
Nation  waits  for  the  beginning  of  benefits  under  national  health 
insurance. 

Several  of  these  recommendations  pertain  directly  to  the  subject 
of  these  hearings  and  fit  within  the  outline  presented  by  the  com- 
mittee. In  particular,  NCSC's  membership  has  adopted  the  following 
legislative  goals  in  connection  with  medicare : 

One:  Elimination  of  acute  care  benefit  limitations  including: 

(a)  Elimination  of  3-day  prior  hospitalization  requirement  for 
home  health  care  services. 

(b)  Elimination  of  100-visit  limitations  under  parts  A  and  B. 

(c)  Inclusion  of  an  evaluation  visit  before  transfer  from  institu- 
tions, and  a  new  one  which  does  not  appear  in  your  testimony,  Mr. 
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Chairman,  elimination  of  the  "home-bound"  requirement  for  home- 
health  services,  to  permit  flexibility  of  treatment. 

Two :  Inclusion  of  treatment  of  mental  illness. 

Three :  Improving  and  strengthening  the  assignment  system  under 
medicare  part  B ;  and 

Four:  Encouragement  of  expansion  of  HMO's,  in  particular,  by 
easing  medicare  beneficiaries'  access  to  these  HMO's. 

Now  we  recognize,  sir,  that  the  Congress  and  especially  this  com- 
mittee has  an  enormous  task  in  the  coming  weeks  and  months.  For 
you,  as  for  the  National  Council  of  Senior  Ciitzens,  containing  the 
spiraling  health  care  costs  and  enacting  a  comprehensive  national 
health  insurance  program  are  major  priorities. 

Though  we  are  encouraged  by  the  progress  that  has  been  made,  we 
appreciate  the  difficulty  of  the  agenda  and  are,  therefore,  pleased 
that  this  committee  has  taken  the  time  to  consider  interim  improve- 
ments in  the  current  medicare  program. 

I  do  recognize  your  statement  this  morning  pointed  to  the  limi- 
tations as  to  where  and  how  much  you  can  do.  But  there  are  things 
which  are  vital  and  we  wanted  to  at  least  put  forward  what  we  be- 
lieve are  very,  very  important  matters  based  on  a  close  working  re- 
lationship with  the  beneficiaries  themselves. 

NCSC  has  long  supported  interim  improvements  to  medicare,  but 
has  fought  against  major  changes  out  of  fear  of  delaying  the  dream 
of  a  comprehensive  national  health  care  program.  In  light  of  this, 
NCSC  has  one  other  criterion  and  that  is  that  improvements  to  medi- 
care must  be  in  line  with  our  concept  of  comprehensive  health  care 
delivery  system,  that  is,  they  must  not  be  in  conflict  with  the  Na- 
tional Council  of  Senior  Citizens'  long  established  policy  on  national 
health  insurance. 

We  believe  there  are  six  major  critera  by  which  health  care  pro- 
posals must  be  evaluated.  They  are  : 

One :  Universality  of  coverage,  uniformity  of  benefits. 

Two :  Reform  of  health  care  delivery. 

Three  :  Provision  of  cost  and  quality  controls. 

Four:  Provision  for  consumer  representation  at  all  levels  of  run- 
ning this  system. 

Five:  Adherence  to  social  insurance  principles  in  the  administra- 
tion and  financing. 

Six :  Comprehensiveness  of  benefits. 

These  six  major  points  are  from  the  NGSC's  perspective,  which 
are  the  proposals  which  we  feel  do  not  violate  any  of  our  basic  atti- 
tudes toward  national  health  security.  My  testimony,  which  I  will 
not  go  into,  deals  in  depth  with  the  very  real  problem  of  the  assign- 
ment method.  I  have  included  a  copy  of  the  letter  sent  on  May  9  to 
Members  of  Congress  relating  to  the  proposals  which  Congressman 
Toby  Moffett  has  made  to  strengthen  the  assignment  procedure.  It  is 
a  terrible  tragedy  that  assignments  have  grown  less  as  the  years  have 
gone  on.  It  is  also  true  to  say  that  if  they  were  really  examined,  most 
of  the  cases  where  the  doctors  have  refused  to  accept  assignment, 
where  they  have  given  bills  to  older  people  living  on  reduced  in- 
comes are  bills  which  under  the  law  could  never  be  construed  as 
reasonable,  customary,  or  prevailing,  which  the  law  demands. 
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We  believe  that  this  letter  clearly  states  the  problem.  Representa- 
tive Moffett's  proposal  is  a  step  in  the  right  direction.  In  the  longer 
run,  however,  the  national  council  supports  establishing  statewide  fee 
schedules  negotiated  by  representatives  of  providers,  consumers,  and 
the  insurance  industry,  with  the  Government  as  referee. 

Incidentally,  a  recent  memo  from  the  Health  Care  Financing  Ad- 
ministration of  HEW,  which  was  intended  to  present  strategy  op- 
tions for  fiscal  year  1980  through  1981,  recommended  the  institution 
of  "statewide  fee  schedules  for  both  medicare  and  medicaid."  The 
memo  also  recommended  a  "joint  medicare-medicaid  physician  par- 
ticipation policy." 

The  national  council  also  has  long  supported  elimination  of  the 
3-day  prior  hospitalization  requirement  for  reimbursement  of  skilled 
nursing,  home  care,  and  home  health  services.  It  has  come  under 
increasing  attack  not  only  from  consumers  of  health  care  and  all 
organizations  representing  the  elderly,  it  has  been  criticized  in  many — 
in  the  health  care  delivery  itself  by  many  people.  It  has  been 
viewed  as  an  impediment  both  from  perspectives  of  appropriate 
health  care  and  cost-effectiveness. 

All  too  often  patients  requiring  nonacute  care,  such  as  that  offered 
by  a  skilled  nursing  facility  or  an  even  lower  level  of  care  such  as 
home  health  services,  must  either  forgo  any  care  at  all  or  be  admitted 
to  a  hospital.  Without  the  symptoms  of  an  acute  illness,  this  is  dif- 
ficult enough.  But  add  to  this  the  economic  burden  of  paying  the 
$144  deductible  and  the  coinsurance  on  top  of  that,  and  the  situation 
becomes  untenable. 

Lastly,  the  National  Council  of  Senior  Citizens  would  like  to  see 
HMO's  made  more  accessible  to  the  medicare  population.  The  merits 
of  the  health  maintenance  organization  approach  to  health  care 
have  been  cited  repeatedly  by  Congress,  by  providers,  by  the  admin- 
istration and  consumers,  and  by  labor  and  public  interest  groups  for 
years. 

We  believe — and  studies  have  shown  this  to  be  true — the  prepaid 
group  practice  concept  to  be  the  most  efficient  and  cost-effective  ap- 
proach to  health  care  delivery  available.  More  importantly,  HMO's 
have  maintained  and,  in  most  instances,  improved  upon  the  the 
quality  of  care  that  is  traditionally  offered  on  a  fee- for- service  basis. 

Like  the  Kennedy-Corman  health  security  bill,  which  NCSC  has 
long  supported,  HMO's  operate  on  a  social  insurance  basis  and 
within  the  confines  of  an  advanced  budgeting  process.  And  because 
the  HMO  model  is  based  on  the  principle  of  paying  when  you  are 
well  in  order  to  keep  well,  rather  than  paying  when  you  are  ill  and 
least  able  to  afford  it,  HMO's  will  alleviate  the  economic  tragedy 
and  the  anxiety  associated  with  unpredictable  illness  and  unpre- 
dictable costs. 

Our  testimony  then  deals  with  optional  enrollment  for  certain  age 
groups  and  improvements  in  the  coverage  of  practitioner  services, 
and  medicare  entitlement  provisions  for  the  disabled.  We  are  not  just 
interested  in  ourselves,  Mr.  Chairman,  not  just  older  persons,  but  we 
believe  today  that  a  disabled  individual  is  subjected  to  a  2-year 
waiting  period  for  medicare  coverage  for  each  episode  of  disability 
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The  practical  effect  of  this  stringent  requirement  may  well  raise 
the  cost  of  serving  the  disabled  under  the  social  security  program, 
rather  than  reducing  the  cost.  A  reasonable  man  or  woman  on  dis- 
ability benefits  will  have  little  incentive  to  work,  and  therefore  forgo 
the  cash  benefits  if  he  or  she  will  also  have  to  forgo  medicare  cover- 
age for  an  extended  period  should  the  disabling  condition  reoccur. 

Second,  a  disabling  illness  may  require  prompt  treatment  in  order 
to  minimize  the  ill  effects,  and  2  years  without  insurance  coverage 
and,  therefore,  possibly  without  adequate  treatment  may  aggravate 
the  disability  and  may  keep  beneficiaries  eligible  for  cash  benefits  for 
longer  periods  of  time.  Certainly  this  is  not  cost-effective  or  is  it 
humane.  At  a  minimum,  the  2-year  waiting  period  for  disabling  epi- 
sodes, subsequent  to  the  initial  period  of  disability,  should  be 
eliminated. 

That  concludes  my  testimony,  Mr.  Chairman,  unless  you  have  any 
questions. 

[The  prepared  statement  follows :] 

Statement  by  William  R.  Hutton,  Executive  Director,  National 
Council  of  Senior  Citizens 

Mr.  Chairman,  Members  of  the  Subcommittee,  My  name  is  William  R.  Hut- 
ton.  I  am  the  Executive  Director  of  the  National  Council  of  Senior  Citizens. 
The  National  Council  of  Senior  Citizens  is  a  nonprofit,  nonpartisan  member- 
ship organization  representing  over  three  and  one-half  million  older  Americans 
across  the  country. 

A  week  and  one-half  ago,  the  National  Council  of  Senior  Citizens  held  its 
14th  Annual  Convention  in  Washington,  D.C.  5,000  senior  citizens  representing 
3,800  affiliated  senior  citizen  clubs  from  across  the  nation,  assembled  in  the 
nation's  eapitol  for  the  purpose  of  giving  direction  to  the  National  Council  of 
Senior  Citizen's  leadership  on  the  major  issues  of  the  day. 

Because  NCSO  was  founded  in  the  long  fight  for  Medicare  in  the  early  six- 
ties, jt  was  not  surprising  that  resolutions  on  health  care  received  a  good 
deal  of  attention.  The  final  resolution  on  health  care  policy,  despite  its  detail, 
was  passed  unanimously.  Incorporated  in  that  resolution,  which  incidentally,  is 
focused  on  the  impending  debate  on  national  health  insurance,  were  several 
recommendations  intended  to  reform  and  improve  upon  the  current  Medicare 
program,  while  the  nation  waits  for  the  beginning  of  benefits  under  national 
health  insurance. 

Several  of  these  recommendations  pertain  directly  to  the  subject  of  these 
hearings  and  fit  within  the  outline  presented  by  the  committee.  In  particular, 
NCSC's  membership  has  adopted  the  following  legislative  goals  : 

1.  Elimination  of  acute  care  benefit  limitations  including : 

(a)  Elimination  of  three-day  prior  hospitalization  requirement  for  home 
health  care  services. 

(b)  Elimination  of  100  visit  limitations  under  Parts  A  and  B. 

(c)  Inclusion  of  an  evaluation  visit  before  transfer  from  institutions. 

2.  Inclusion  of  treatment  of  mental  illness. 

3.  Improving  and  strengthening  the  assignment  system  under  Medicare  Part 
B.  And 

4.  Encouragement  of  expansion  of  HMO's,  in  particular,  by  easing  Medicare 
beneficiaries'  access  to  HMO's. 

The  National  Council  recognizes  that  the  Congress,  and  especially  this  Com- 
mittee, has  an  enormous  task  before  it  in  the  coming  weeks  and  months.  For 
you,  as  for  National  Council  of  Senior  Citizens,  containing  the  spiraling  health 
costs  and  enacting  a  comprehensive  national  health  insurance  program,  are 
major  priorities.  And  though  we  are  encouraged  by  the  progress  that  has  been 
made,  we  appreciate  the  difficulty  of  the  agenda  and  are,  therefore,  pleased  that 
this  Committee  has  taken  the  time  to  consider  interim  improvements  in  the 
current  Medicare  program.  Even  if  a  comprehensive  national  health  insurance 
program  were  enacted  in  the  next  session  of  Congress,  benefits  would  not  begin 


105 


for  at  least  a  couple  of  years,  and  at  that  time,  many  who  today  are  suffering 
the  tragic  consequences  of  ill  health  and  economic  devastation  will  no  longer 
be  with  us. 

With  this  in  mind,  NCSC  has  long  supported  interim  improvements  to  Medi- 
care, but  has  fought  against  major  changes  out  of  fear  of  delaying  the  dream 
of  a  comprehensive  national  health  care  program.  In  light  of  this,  NCSC  has 
one  other  criterion  and  that  is  that  improvements  to  Medicare  must  be  in  line 
with  our  concept  of  comprehensive  health  care  delivery  system — i.e.,  they  must 
not  be  in  conflict  with  the  National  Council  of  Senior  Citizens'  long  established 
policy  on  national  health  insurance.  We  believe  there  are  six  major  criteria  by 
which  health  care  proposals  must  be  evaluated.  They  are : 

1.  Universality  of  coverage ;  uniformity  of  benefits. 

2.  Reform  of  health  care  delivery. 

3.  Provision  of  cost  and  quality  controls. 

4.  Provision  for  consumer  representation. 

5.  Adherence  to  social  insurance  principles  in  the  administration  and 
financing. 

6.  Comprehensiveness  of  benefits. 

From  NCSC's  perspective,  the  proposals  under  consideration  by  this  com- 
mittee do  not  violate  these  principles. 

THE  ASSIGNMENT  METHOD 

Of  considerable  importance  to  senior  citizens  is  the  growing  problem  associ- 
ated with  physicians  refusing  assignment  under  Medicare  Part  B.  Mr.  Chair- 
man, I  would  like  to  include  in  this  testimony  a  letter  the  National  Council  of 
Senior  Citizens  sent  on  May  9th  to  members  of  Congress  relating  to  the  pro- 
posal Congressman  Toby  Morfett  has  made  to  strengthen  the  assignment 
procedure. 

"Hardest  hit  by  the  high  and  ever-increasing  cost  of  health  care  are  the  poor 
and  those  living  on  low  incomes — particularly  the  elderly  on  low  and  fixed  in- 
comes. Thirteen  years  ago,  by  enacting  Medicare,  Congress  took  a  major  step 
in  lessening  the  burden  of  health  costs  on  American  senior  citizens. 

"A  major  vehicle  to  that  end  was  the  establishment  of  the  assignment  pro- 
cedure for  reimbursement  under  Part  B  of  Medicare.  Under  the  assignment 
system,  a  doctor  accepts  reimbursement  by  Medicare  for  the  reasonable  charge 
as  payment  in  full  (less  the  deductible  and  co-payments).  However,  doctors 
are  not  obligated  to  accept  assignment  in  order  to  treat  a  Medicare  patient. 
By  refusing  assignment,  a  doctor  instead  of  billing  Medicare  bills  the  Medicare 
patient  directly.  As  a  consequence,  three  serious  problems  have  arisen.  First  of 
all,  in  billing  the  patient  directly,  the  burden  of  being  reimbursed  falls  directly 
on  the  patient.  Second,  the  doctor  is  no  longer  constrained  to  limit  his  charges 
to  HEW's  reasonable  rate.  ADd,  thirdly,  that  portion  of  the  bill  which  is  in 
excess  of  the  reasonable  charge  not  only  must  come  out  of  the  patient's  pocket, 
but  also  Medicare  does  not  inform  the  patient  the  reason  for  not  reimbursing 
the  full  amount  of  the  bill.  Thus,  patients  are  left  in  the  dark  as  to  whether 
they  are  paying  for  unacceptably  high  physician  rates  or  for  uncovered 
services. 

"True,  the  Medicare  Handbook  in  its  explanation  to  beneficiaries  about  the 
two  methods  of  reimbursement  says  that  the  assignment  method  can  be  used 
only  if  both  the  patient  and  the  doctor  agree  to  it.  But  there  is  no  such  stipula- 
tion with  respect  to  the  direct  billing  method,  i.e.,  when  the  physician  refuses 
assignment.  While  it  is  implied  that  the  physician  and  the  patient  can  agree 
between  themselves  as  to  the  method  of  payment,  the  fact  is  that  the  patient 
has  no  bargaining  power  in  a  situation  where  presumably  the  assignment 
method  is  discussed.  The  reality  of  the  situation  is  that  the  physician  can 
determine  the  method  of  reimbursement  which  is  to  be  used. 

"Furthermore,  the  physician  can  make  that  decision  with  respect  to  every 
Medicare  patient  he  sees  and  force  direct  billing  in  one  case  and  assignment  in 
another.  He  can  even  use  the  direct  billing  method  with  respect  to  one  episode 
and  the  assignment  method  in  another  with  the  same  patient. 

"Studies,  such  as  those  conducted  by  the  Triangle  Research  Institute  and 
the  Robert  Nathan  Associates,  show  that,  in  general,  doctors  force  the  assign- 
ment method  where  there  is  a  risk  of  collection.  Consequently,  it  is  more  likely 
to  be  used  in  cases  where  the  bill  is  large.  Which  is  to  say,  the  assignment 
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system  far  from  being  a  cost  containment  apparatus  is  in  reality  a  collection 
mechanism  with  the  government  as  a  collection  agent. 

"But  the  problem  does  not  end  here.  More  and  more  doctors  are  refusing 
assignment  altogether.  Currently,  only  half  the  physicians  treating  Medicare 
patients  are  accepting  assignment.  As  a  consequence,  the  elderly  have  experi- 
enced a  dramatic  increase  in  the  out-of-pocket  costs  for  health  care.  In  fact, 
seniors  are  now  paying  more  out-of-pocket  than  they  paid  in  1965  prior  to  the 
enactment  of  Medicare  and  the  costs  are  increasing. 

"Representative  Toby  Moffett  has  introduced  a  bill  designed  to  reverse  this 
trend.  His  legislation  will  require  physicians  to  accept  assignment  under  Part  B 
of  the  Medicare  Program  for  services  they  furnish  in  Medicare-participating 
hospitals.  If  enacted,  this  measure  will  significantly  control  the  out-of-pocket 
health  care  expenditures  of  the  elderly  without  reducing  the  quality  of  care.  At 
the  same  time,  it  would  reinforce  the  intent  of  Congress  in  creating  the  as- 
signment system  in  the  first  place — not  as  a  guarantee  to  physicians  that  bills 
will  be  paid,  but  as  a  guarantee  to  the  taxpayer  and  the  patient  that  physicians' 
bills  would  be  reasonable. 

"It  is  our  understanding  that  Representative  Moffett  intends  to  introduce 
this  legislation  as  an  Amendment  to  the  Hospital  Cost  Containment  Bill  in  the 
Interstate  and  Foreign  Committee's  markup.  The  National  Coimcil  of  Senior 
Citizens  is  on  record  as  supporting  the  concept  of  hospital  cost  containment  and 
wholeheartedly  supports  Representative  Moffett's  efforts.  We  hope  you  will 
support  him  by  cosponsoring  the  legislation  and  supporting  Representative 
Moffett  in  his  attempt  to  strengthen  hospital  cost  containment  legislation." 

I  believe  this  letter  clearly  states  the  problem.  Representative  Moffett's  pro- 
posal is  certainly  a  step  in  the  right  direction.  In  the  longer  run,  however,  the 
National  Council  supports  establishing  statewide  fee  schedules  negotiated  by 
representatives  of  providers,  consumers  and  the  insurance  industry,  with  the 
government  as  referee. 

Incidentally,  a  recent  memo  from  the  health  care  financing  administration  of 
HEW,  which  was  intended  to  present  strategy  options  for  fiscal  year  1980 
through  1981,  recommended  the  institution  of  "statewide  fee  schedules  for  both 
Medicare  and  Medicaid."  The  memo  also  recommended  a  "joint  Medicare- 
Medicaid  physician  participation  policy." 

The  following  is  HCFA's  description  of  this  proposal : 

"This  proposal  institutes  a  uniform  concept  of  physician  participation  for 
Medicare  and  Medicaid,  uses  incentives  to  encourage  physicians  to  participate, 
and  eliminates  the  current  bill-by-bill  assignment  approach  under  Medicare 
which  is  confusing  to  beneficiaries  and,  in  the  case  of  unassigned  claims,  re- 
sults in  Medicare  beneficiaries  paying  an  unknown  level  of  cost-sharing. 

"Physicians  who  agree  to  participate  in  both  Medicare  and  Medicaid  would 
be  classified  as  participating  physicians.  Various  incentives  (in  addition  to  the 
higher  Medicaid  physician  payment  rates  discussed  above),  such  as  payment  of 
100  per  cent  of  the  fee  schedule  inclusive  of  cost-sharing  and  bonus  payments, 
would  be  employed  to  encourage  physician  participation.  Directories  of  par- 
ticipating physicians  would  be  made  available  to  program  beneficiaries. 

"For  non-participating  physicians,  two  payment  alternatives  are  under  con- 
sideration. Under  the  first  approach,  Medicare  and  Medicaid  payments  would 
be  made  for  services  provided  by  non-participating  physicians.  The  less 
stringent  second  alternative  would  apply  only  to  Medicare  and  would  prohibit 
any  direct  Medicare  program  payments  to  non-participating  physcians  (e.g., 
the  beneficiary  would  be  paid  and  the  physician  would  have  to  collect  the  entire 
bill  from  all  Medicare  patients)." 

HOME  HEALTH  SERVICES  AND  SKILLED  NURSING  HOME  CARE 

The  National  Council  has  also  long  supported  elimination  of  the  three-day 
prior  hospitalization  requirement  for  reimbursement  of  skilled  nursing  home 
care  and  home  health  services.  The  three-day  prior  hospitalization  requirement 
under  Medicare  has  come  under  increasing  attack,  not  only  from  consumers 
of  health  care  and  all  organizations  representing  the  elderly ;  it  has  also  been 
criticized  by  many  in  the  health  care  delivery  system  itself.  It  has  been  viewed 
as  an  impediment  both  from  the  perspectives  of  appropriate  health  care  and 
cost  effectiveness.  All  too  often,  patients  requiring  non-acute  care,  such  as  that 
offered  by  a  skilled  nursing  facility  or  an  even  lower  level  of  care  such  as 
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home  health  services,  must  either  forego  any  care  at  all  or  be  admitted  to  a 
hospital.  Without  the  symptoms  of  an  acute  illness,  this  is  difficult  enough.  But 
add  to  this  the  economic  burden  of  paying  the  $144  deductible  and  the  co- 
insurance on  top  of  that,  and  the  situation  becomes  untenable. 

Nevertheless,  while  we  support  elimination  of  the  three-day  prior  hospitaliza- 
tion requirement,  our  support  is  qualified.  Such  eliimination  in  order  to  assist 
in  assuring  appropriate  care  must  be  accompanied  by  an  evaluation  of  the 
patient  by  both  medical  and  social  service  professionals.  Without  a  proper 
evaluation,  the  patient  will  continue  to  run  the  risk  of  inappropriate  treat- 
ment. The  so-called  nursing  home  scandals,  made  public  over  the  past  few 
years  by  the  Congress  and  media,  certainly  indicate  the  need  for  a  comprehen- 
sive and  objective  professional  evaluation  of  the  needs  of  the  patient  prior  to 
the  provision  of  care.  Similarly,  it  would  be  totally  inappropriate  to  have 
people  admit  themselves  or  to  be  admitted  by  relatives  into  nursing  homes 
when  acute  care  or  a  lesser  level  of  care  is  required. 

Along  these  lines,  NCSC  applauds  the  Committee's  suggestion  that  there 
ought  to  be  included  in  Medicare  a  patient  evaluation  prior  to  any  and  all 
transfers  from  one  class  of  institution  to  another.  NCSC  also  supports  eliminat- 
ing the  100-day  visit  limitation  imposed  by  Medicare  Parts  A  and  B.  Such 
arbitrary  cutoffs  serve  neither  the  patient  nor  the  economy.  If  a  patient  re- 
quires more  care,  it  is  certainly  more  cost  effective  to  reimburse  for  the  ap- 
propriate level  of  treatment. 

HEALTH  MAINTENANCE  ORGANIZATIONS 

Lastly,  the  National  Council  of  Senior  Citizens  would  like  to  see  HMO's 
made  more  accessible  to  the  Medicare  population.  The  merits  of  the  Health 
Maintenance  Organization  approach  to  health  care  have  been  cited  repeatedly 
by  Congress,  providers,  the  Administration  and  consumer,  labor  and  public 
interests  groups  for  years. 

We  believe  and  studies  have  shown  the  prepaid  group  practice  concept  to  be 
the  most  efficient  and  cost  effective  approach  to  health  care  delivery  available. 
More  importantly,  HMO's  have  maintained  and,  in  most  instances,  improved 
upon  the  quality  of  care  that  is  traditionally  offered  on  a  fee-for-service  basis. 
Not  only  does  an  HMO  place  more  emphasis  on  preventive  care  and  early  detec- 
tion of  illness,  but  also  once  treatment  is  provided,  it  is  more  likely  to  be 
appropriate  than  that  offered  in  a  fee-for-service  model. 

In  addition,  by  offering  a  full  range  of  services  on  a  prepaid  basis,  HMO's 
avoid  many  of  the  problems  in  the  current  Medicare  and  Medicaid  programs. 
The  failures  of  the  assignment  procedure  under  Part  B  of  Medicare,  including 
the  problems  associated  with  direct  billing  of  patients  would  be  avoided.  The 
anathema  of  deductibles  and  coinsurance  which  have  been  increasing  every 
year  would  also  be  avoided. 

Like  the  Kennedy-Corman  Health  Security  Bill,  which  NCSC  has  long  sup- 
ported, HMO's  operate  on  a  social  insurance  basis  and  within  the  confines  of 
an  advanced  budgeting  process.  And  because  the  HMO  model  is  based  on  the 
principle  of  paying  when  you  are  wTell  in  order  to  keep  well,  rather  than  paying 
when  you  are  ill  and  least  able  to  afford  it,  HMO's  will  alleviate  the  economic 
tragedy  and  the  anxiety  associated  with  unpredictable  illness  and  unpredict- 
able costs. 

Despite  these  facts,  only  6.5  million  people,  or  only  three  per  cent  of  the  popu- 
lation, are  currently  served  by  HMO's.  Most  states,  for  instance,  don't  offer 
enrollment  in  an  HMO  to  Medicaid  beneficiaries  and  HMO's  are  still  not  as 
accessible  to  the  Medicare  population  as  they  should  be. 

OPTIONAL  ENROLLMENT  FOR  CERTAIN  AGE  GROUPS 

In  addition,  NCSC  also  supports  modest  efforts  to  expand  Medicare  coverage 
to  certain  elderly  and  dependent  persons  not  currently  eligible.  Recognizing  the 
cost  factor  involved  with  expanding  Medicare  eligibility,  we  would  support  the 
principle  of  a  buy-in  approach  for  these  persons  aged  60-64 : 

1.  The  spouse  of  a  Medicare  enrollee  who  is  65  or  over ;  or 

2.  A  divorced  mother  or  wTidow  caring  for  a  child  under  18  who  is  receiving 
social  security  benefits  based  on  a  worker's  record ;  or 

3.  A  dependent  parent  of  a  deceased  worker ;  or 

4.  62  or  over  and  and  receiving  social  security  benefits. 
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Many  older  persons  lose  their  group  health  coverage  when  they  retire  before 
the  age  of  65  and  private  health  insurance  is  often  unavailable  because  of  their 
age — at  any  price.  These  persons  have  traditionally  fallen  through  the  cracks. 

However,  NCSC  expects  that  these  persons  will  be  covered  by  whatever  na- 
tional health  program  is  enacted,  so  we  view  the  buy-in  principle  as  an  interim 
step  only. 

We  are,  nevertheless,  concerned  that  if  the  buy-in  is  offered  on  an  actuarial 
basis  those  persons  most  in  need  of  the  benefits  offered  by  Medicare  would  be 
prevented  from  buying-in  for  economic  reasons.  It  is  important  to  note,  how- 
ever, that  the  actuarially  determined  premium  of  $77  per  month  is  still  sig- 
nificantly less  costly  than  most  private  insurance  plans,  particularly  those 
which  accept  high-risk  beneficiaries. 

IMPROVEMENTS  IN  COVERAGE  OF  PRACTITIONER  SERVICES 

|The  National  Council  of  Senior  Citizens  has  always  addressed  questions  of 
coverage  of  practitioner's  services  wTith  consideration  of  the  nature  of  the 
benefits  versus  the  potential  risks  involved.  Good  medical  practice  requires 
that  an  individual  receive  a  comprehensive  medical  screening  by  a  qualified 
physician  at  appropriate  intervals ;  any  direct  reimbursement  of  practitioners 
which  would  circumvent  this  process  and  pose  a  risk  of  inappropriate  or  un- 
necessary treatment  and  the  risk  of  delaying  appropriate  treatment,  should 
not  be  granted  without  adequate  controls. 

Coverage  for  optometrists,  occupational  therapists,  physical  therapists  and 
audiologists  should  be  considered  as  appropriate  complements  to  the  services 
of  a  qualified  physician.  Under  no  circumstances  should  reimbursement  be 
granted  for  diagnostic  procedures  that  are  independent  of  the  services  and/or 
supervision  of  a  qualified  physician  since  this  may  pose  an  undue  risk  to  the 
patient. 

We  believe  that  coverage  of  psychologists  deserves  special  attention.  Care 
and  treatment  of  mental  illness  is  an  area  of  gross  neglect,  particularly  for  the 
elderly.  We  see  no  reason  to  question  the  professional  qualifications  of  clinical 
psychologists  at  the  PhD.  level  and  support  reimbursement  for  this  group  of 
practitioners. 

On  the  other  hand,  we  have  severe  reservations  in  regard  to  including 
chiropractors  in  the  reimbursement  mechanism. 

MEDICARE  ENTITLEMENT  PROVISIONS  FOR  THE  DISABLED 

Currently,  a  disabled  individual  is  subjected  to  a  two  year  waiting  period 
for  Medicare  coverage  for  each  episode  of  disability.  The  practical  effect  of  this 
stringent  requirement  may  well  raise  the  cost  of  serving  the  disabled  under 
the  Social  Security  program,  rather  than  reducing  the  cost.  A  reasonable  man 
or  woman  on  disability  benefits  will  have  little  incentive  to  work,  and  there- 
fore forego  the  cash  benefits,  if  he  or  she  will  also  have  to  forego  Medicare 
coverage  for  an  extended  period  should  the  disabling  condition  reoccur. 
Secondly,  a  disabling  illness  may  require  prompt  treatment  in  order  to  mini- 
mize the  ill-effects,  and  two  years  without  insurance  coverage  and,  therefore, 
possibly  without  adequate  treatment  may  aggravate  the  disability  and  may 
keep  beneficiaries  eligible  for  cash  benefits  for  longer  periods  of  time.  Certainly, 
this  is  not  cost-effective  nor  is  it  humane.  At  a  minimum,  the  two-year  waiting 
period  for  disabling  episodes,  subsequent  to  the  initial  period  of  disability, 
should  be  elminated. 

Mr.  Rostenkowski.  Thank  you  very  much. 
Mr.  Duncan  ? 

Mr.  Duncan.  I  have  no  questions,  but  I  want  to  thank  you  very 
much  for  a  fine  statement. 

Mr.  Rostenkowski.  Thank  you,  Mr.  Hutton. 

Mr.  Hutton.  Thank  you  very  much. 

Mr.  Rostenkowski.  Mr.  White  and  Mr.  Jacoby. 

Welcome  to  the  committee,  gentlemen.  If  you  would  identify  your- 
selves and  proceed,  the  committee  is  ready  to  accept  your  testimony.. 
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STATEMENT  OF  WILLIAM  C.  WHITE,  JR.,  VICE  PRESIDENT,  PRU- 
DENTIAL INSURANCE  CO.  OF  AMERICA,  ACCOMPANIED  BY 
LUTHER  E.  CARTER,  SECOND  VICE  PRESIDENT,  THE  TRAVELERS 
INSURANCE  CO.,  AND  PAUL  M.  HAWKINS,  ALL  ON  BEHALF  OF 
THE  HEALTH  INSURANCE  ASSOCIATION  OF  AMERICA 

Mr.  White.  Thank  you,  Mr.  Chairman. 

I  am  William  C.  White,  vice  president  of  the  Prudential  Insurance 
Co.  of  America.  With  me  are  Luther  E.  Carter,  second  vice  president, 
the  Travelers  Insurance  Co.;  and  Paul  M.  Hawkins,  vice  president 
and  Washington  counsel,  Health  Insurance  Association  of  America. 

Our  statement  today  particularly  represents  the  views  of  the  12- 
member  companies  of  the  association  involved  in  the  administration 
of  medicare.  Mr.  Chairman,  I  request  it  be  included  in  the  written 
record. 

Mr.  Rostenkowski.  Your  entire  statement  will  be  placed  in  the 
record. 

Mr.  White.  With  respect  to  the  possible  limited  improvements  in 
present  coverage,  on  home  health  services  we  support  elimination  of 
the  3-day  prior  hospitalization  requirement  and  elimination  of  the 
100-visit  limitation  under  parts  A  and  B.  We  must  keep  in  mind  that 
we  must  retain  the  requirements  pertaining  to  medical  necessity  and 
skilled  services  in  order  not  to  increase  program  costs. 

We  support  addition  of  an  evaluation  visit  before  transfer  from 
institutions.  The  primary  purpose  of  an  evaluation  visit  is  to  con- 
sider the  physical  facilities  available  in  the  patient's  home,  the  atti- 
tude of  family  members  and  the  availability  of  help  from  them.  The 
additional  cost  of  such  a  service,  in  the  aggregate,  would  not  be  sig- 
nificant and  the  potential  for  improving  individualized  plans  of 
treatment  would  seem  to  warrant  this  minor  liberalization. 

As  to  ambulatory  services,  we  believe  consideration  should  be  given 
to  extending  coverage  under  the  provisions  of  ambulance  service  to 
allow  for  the  reimbursement  of  invalid  coach  transportation.  Cov- 
erage should  be  limited  to  those  situations  where  transportation  by 
standard  means  is  inappropriate. 

We  do  not  endorse  expansion  of  coverage  to  include  orthopedic 
shoes  other  than  as  an  integral  part  of  a  leg  brace.  Such  a  change 
would  significantly  increase  benefit  dollars. 

We  feel,  however,  that  coverage  under  the  program  should  be 
broadened  to  allow  reimbursement  for  a  pair  of  shoes  when  a  shoe  is 
an  integral  part  of  a  leg  brace.  Where  an  orthopedic  shoe  is  built 
into  a  leg  brace,  reimbursement  is  currently  made  based  on  the  rea- 
sonable charge  for  the  entire  leg  brace  of  which  the  shoe  is  an  in- 
tegral part.  Reimbursement  is  not  made  for  the  second  shoe. 

When  a  patient  is  referred  to  an  allergist  by  his  or  her  doctor, 
the  allergist  may  then  prepare  a  supply  of  antigens  for  the  re- 
ferring doctor's  use.  Currently,  the  allergist  must  be  reimbursed  by 
the  referring  physician. 

We  support  an  amendment  to  the  present  law  to  provide  that  al- 
lergists might  be  paid  directly  for  preparation  of  a  reasonable  supply 
of  antigens  which  would  be  dispensed  or  administered  by  another 
physician. 
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Durable  medical  equipment  in  nonparticipating  institutions:  We 
feel  consideration  should  be  given  to  expanding  coverage  in  this  area 
for  specialized  equipment. 

In  the  institutional  setting,  durable  medical  equipment  has  been 
viewed  as  part  of  the  operating  cost  of  the  institution.  Under  part  A 
of  the  program,  costs  for  durable  medical  equipment  are  reimbursed 
as  overhead  costs  which  are  included  in  the  per  diem  rate  of  par- 
ticipating institutions. 

Under  part  B  of  the  program,  durable  medical  equipment  is  not 
covered  in  institutions  that  meet  the  basic  requirements  in  the  defini- 
tion of  a  hospital  or  skilled  nursing  facility,  regardless  of  the  par- 
ticipating or  nonparticipating  status.  The  exclusion  is  based  on  the 
premise  that  durable  medical  equipment  is  routinely  and  customarily 
used. 

When  equipment  is  required  which  is  not  normally  available  in  the 
institution,  reimbursement  should  be  made  under  part  B  of  the  pro- 
gram. Since  equipment  of  this  nature  would  be  reimbursable  if  used 
in  the  patient's  home,  we  feel  it  is  equitable  to  provide  reimburse- 
ment in  the  institutional  setting.  Coverage  should  be  restricted  to 
specialized  equipment  which  is  not  normally  used  in  an  institution. 
This  corrects  a  gap  in  coverage  which  we  believe  was  unintended  in 
the  original  legislation. 

Skilled,,  nursing  facility  services  furnished  in  the  absence  of  prior 
hospitalization :  Coverage  of  such  services  should  not  significantly 
affect  the  cost  of  the  program,  provided  the  regulations  continue  to 
require  medical  necessity  and  a  skilled  level  of  care.  Eliminating  the 
requirement  for  prior  hospitalization  may  result  in  some  administra- 
tive cost  savings  and  result  in  more  equitable  treatment  of  bene- 
ficiaries, particularly  where  there  have  been  interruptions  in  skilled 
levels  of  care. 

Claims  on  behalf  of  deceased  beneficiaries.  This  is  a  real  problem. 
In  the  case  of  deceased  beneficiaries  under  present  law,  medicare  can 
only  make  payment  when  the  physician  accepts  assignment  or  the 
bills  have  already  been  paid.  We  are  in  favor  of  a  technical  change 
which  would  permit  payment  by  medicare,  on  the  basis  of  a  non- 
receipted  bill,  directly  to  the  spouse  or  other  legal  representative  of 
a  deceased  medicare  beneficiary. 

Payment  for  physician's  services  to  encourage  greater  use  of  as- 
signment :  The  excessive  time  lag  produced  by  the  current  system 
of  annual  updating  on  July  1  of  each  year  based  on  charges  made  for 
services  rendered  during  the  prior  calendar  year  is  a  disincentive  to 
the  physician  in  his  consideration  of  whether  to  accept  assignment 
of  benefits. 

The  limit  on  prevailing  charges  established  by  the  application  of 
the  economic  index  factor  in  1975,  and  every  year  thereafter  has 
brought  about  an  ever  increasing  disparity  between  actual  charges 
and  medicare  allowable  charges,  further  discouraging  acceptance  of 
assignment  by  physicians.  The  net  effect,  of  course,  is  a  greater  and 
greater  expenditure  out  of  pocket  by  medicare  beneficiaries. 

To  ameliorate  the  first  situation,  we  urge  you  to  consider  a  change 
in  existing  law  to  provide  for  the  updating  of  physician  profiles  and 
prevailing  charges  on  a  semiannual  basis. 
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Additionally,  we  suggest  that  physicians  be  required  to  declare  in 
writing  to  the  carrier  that  they  will  either  take  assignment  for  all  of 
their  medicare  patients  or  none  of  them.  A  physician  could  change 
his  decision  on  60-days'  notice  to  the  carrier,  but  to  provide  an  in- 
centive, reasonable  charge  determinations  for  physicians  accepting 
assignment  would  be  based  on  the  90th  percentile  rather  than  the 
75th  percentile. 

Requirements  for  the  payment  of  the  lesser  of  costs  or  charges: 
We  suggest  that  consideration  be  given  to  exempting  public  provid- 
ers— that  is,  government-operated  institutions — from  the  provisions 
of  section  233  of  Public  Law  92-603,  which  deals  with  payment  based 
on  the  lower  of  cost  or  charges. 

At  this  time,  only  those  public  providers  whose  charges  are  less 
than  one-half  of  cost  are  exempted.  Many  providers  have  charges 
in  excess  of  50  percent  of  cost,  but  their  patient  population  is  pre- 
ponderantly indigent,  on  welfare,  or  covered  under  title  XVIII  or 
XIX.  Under  these  circumstances,  the  provisions  of  section  233  on 
reimbursement  increases  their  financial  deficit. 

In  closing,  Mr.  Chairman,  we  want  to  thank  you  and  the  subcom- 
mittee for  the  opportunity  to  present  our  comments  on  possible 
amendments  to  the  medicare  law.  Also,  we  offer  the  subcommittee 
and  its  staff  continued  cooperation  of  the  Health  Insurance  Associa- 
tion of  America,  and,  in  particular,  the  medicare  administration 
committee,  as  you  deA'elop  specific  proposals  for  legislative  action. 

[The  prepared  statement  follows :] 

Statement  of  William  C.  White.  Jr.,  Vice  President.  Prudential  Insurance 

CO.  OF  AMERICA  ON  BEHALF  OF  THE  HEALTH  INSURANCE  ASSOCIATION  OF  AMERICA 

Mr.  Chairman,  I  am  William  C.  White,  Jr.,  Vice  President,  The  Prudential 
Insurance  Company  of  America.  With  me  are  Luther  E.  Carter,  Second  Vice 
President,  The  Travelers  Insurance  Company,  and  Paul  M.  Hawkins,  Vice 
President  and  Washington  Counsel,  Health  Insurance  Association  of  America. 
We  appear  today  on  behalf  of  the  Health  Insurance  Association  of  America. 
The  member  companies  of  the  Association  are  responsible  for  over  85  percent 
of  the  private  health  insurance  written  by  insurance  companies  in  the  United 
States. 

Our  statement  today  particularly  represents  the  views  of  the  twelve  member 
companies  of  the  Association  involved  in  the  administration  of  Medicare. 
These  companies  are:  Aetna  Life  &  Casualty,  Mutual  of  Omaha  Insurance 
Company,  Nationwide  Mutual  Insurance  Company.  The  Prudential  Insurance 
Company  of  America.  The  Travelers  Insurance  Company.  Connecticut  General 
Life  Insurance  Company,  Continental  Casualty  Company,  Equitable  Life  As- 
surance Society  of  the  United  States,  General  American  Life  Insurance  Com- 
pany, Metropolitan  Life  Insurance  Company,  Occidental  Life  Insurance  Com- 
pany of  California  and  Pan-American  Life  Insurance  Companv.  All  of  these 
companies  serve  as  carriers  under  Part  B  ( Supplementary  Medical  Insurance ) . 
In  addition,  the  first  five  companies  named  also  serve  as  fiscal  intermediaries 
for  hospitals,  home  health  agencies,  and  skilled  nursing  facilities  under  Medi- 
care Part  A  (Hospital  Insurance  Benefits). 

Since  we  do  not  have  proposed  legislation  to  consider  at  this  point,  we  have 
limited  our  comments  to  those  items  listed  in  the  Committee's  press  release 
which  are  of  the  most  direct  concern  to  us  as  carriers  and  intermediaries.  When 
you  do  have  proposals  in  bill  form,  we  will  be  happy  to  respond  to  the  specific 
provisions  of  that  bill. 
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POSSIBLE  LIMITED  IMPROVEMENTS  IN  PRESENT  COVERAGE  RELATING  TO  HOME  HEALTH 

SERVICES 

Elimination  of  3-day  prior  hospitalization  requirement 
Elimination  of  the  100-visit  limitation  under  parts  A  and  B 

As  long  as  the  basic  Medicare  program  requirements  pertaining  to  medical 
necessity  and  skilled  services  are  retained,  elimination  of  the  3  day  prior  hos- 
pitalization requirement  and  the  100  visit  limitation  under  Parts  A  and  B 
would  not  significantly  increase  program  costs. 

It  is  our  experience  that  relatively  few  home  health  plans  are  exhausted 
while  the  patient  still  requires  skilled  care.  Most  beneficiaries  have  both  Part 
A  and  Part  B  coverage.  Accordingly,  they  qualify  for  the  combined  total  of  200 
visits,  with  the  100  Part  B  visits  renewable  each  year.  It  would  seem  feasible 
to  eliminate  the  visit  limitations  under  both  Parts  A  and  B,  making  medical 
necessity  and  skilled  services  the  only  limiting  factors  for  continued  home 
health  care. 

Addition  of  an  evaluation  visit  before  transfer  from  institutions 

The  primary  purpose  of  an  evaluation  visit  is  to  consider  the  physical  facili- 
ties available  in  the  patient's  home,  the  attitude  of  family  members  and  the 
availability  of  help  from  them.  The  additional  cost  of  such  a  service,  in  the 
aggregate,  would  not  be  significant  and  the  potential  for  improving  individual- 
ized plans  of  treatment  would  seem  to  warrant  this  minor  liberalization. 

Elimination  of  the  licensing  requirement  for  proprietary  home  health  agencies 

We  encourage  you  to  retain  such  licensing  requirements  until  such  time  as 
intermediaries  are  able  to  document  more  positive  experiences  with  proprietary 
home  health  agencies. 

CERTAIN  SERVICES  AND  SUPPLIES 

Ambulance  services 

Consideration  should  be  given  to  extending  coverage  under  the  provisions  of 
ambulance  service  to  allow  for  the  reimbursement  of  invalid  coach  transporta- 
tion. 

Present  regulations  restrict  coverage  to  medically  necessary  and  reasonable 
transportation  provided  by  a  licensed  ambulance  supplier.  Ambulance  services 
are  by  their  very  nature  for  emergency  transportation  or  transportation  when 
the  patient's  condition  is  such  that  any  other  method  of  transportation  would 
endanger  the  beneficiary's  health.  We  feel  invalid  coach  services  would  be 
beneficial  in  providing  for  the  transportation  of  beneficiaries  when  standard 
transportation  cannot  be  employed.  This  would  apply  to  skilled  nursing  facility 
patients  being  transported  to  a  hospital  for  ancillary  services  or  renal  disease 
patients  being  transported  to  a  dialysis  facility  for  treatment.  Invalid  coach 
services  would  provide  a  well  needed  benefit. 

Coverage  should  be  limited  to  those  situations  where  transportation  by 
standard  means  is  inappropriate. 

Orthopedic  shoes 

We  do  not  endorse  expansion  of  coverage  to  include  orthopedic  shoes  other 
than  as  an  integral  part  of  a  leg  brace.  Such  a  change  would  significantly  in- 
crease benefit  dollars. 

We  feel,  however,  that  coverage  under  the  program  should  be  broadened  to 
allow  reimbursement  for  a  pair  of  shoes  when  a  shoe  is  an  integral  part  of  a 
leg  brace.  Where  an  orthopedic  shoe  is  built  into  a  leg  brace,  reimbursement  is 
currently  made  based  on  the  reasonable  charge  for  the  entire  leg  brace  of 
which  the  shoe  is  an  integral  part.  Reimbursement  is  not  made  for  the  second 
shoe. 

The  beneficiary  must  purchase  a  pair  of  shoes  for  proper  ambulation.  Since 
the  beneficiary's  condition  requires  the  use  of  a  leg  brace,  an  allowance  should 
be  made  for  the  second  shoe. 

Antigens 

Y^hen  a  patient  is  referred  to  an  allergist  by  his  or  her  doctor,  the  allergist 
may  then  prepare  a  supply  of  antigens  for  the  referring  doctor's  use.  Currently, 
the  allergist  must  be  reimbursed  by  the  referring  physician. 

We  support  an  amendment  to  the  present  law  to  provide  that  allergists 
might  be  paid  directly  for  preparation  of  a  reasonable  supply  of  antigens 
which  would  be  dispensed  or  administered  by  another  physician. 
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Services  furnished  by  hospices 

Reimbursement  is  currently  limited  to  certain  professional  services  payable 
through  a  Home  Health  Agency,  since  Hospices  are  not  certified  as  providers. 
Allowing  limited  certification  to  a  Hospice  would  not  cause  a  marked  cost  in- 
crease to  the  program,  since  stress  is  placed  on  home  care  for  the  terminally 
ill.  Accordingly,  inpatient  confinements  at  the  Hospice  would  be  limited  and  of 
short  duration.  Certification  as  a  limited  provider  would  enable  the  Hospice  to 
bill  for  hospital  based  physicians. 

DME  in  nonparticipating  institutions 

We  feel  consideration  should  be  given  to  expanding  coverage  in  this  area 
for  specialized  equipment. 

In  the  institutional  setting,  durable  medical  equipment  has  been  viewed  as 
part  of  the  operating  cost  of  the  institution.  Under  Part  A  of  the  program, 
costs  for  durable  medical  equipment  are  reimbursed  as  overhead  costs  which 
are  included  in  the  per  diem  rate  of  participating  institutions.  Under  Part  B 
of  the  program,  durable  medical  equipment  is  not  covered  in  institutions  that 
meet  the  basic  requirements  in  the  definition  of  a  hospital  or  skilled  nursing- 
facility,  regardless  of  the  participating  or  non-participating  status.  The  exclu- 
sion is  based  on  the  premise  that  durable  medical  equipment  is  routinely  and 
customarily  used. 

When  equipment  is  required  which  is  not  normally  available  in  the  institu- 
tion, reimbursement  should  be  made  under  Part  B  of  the  program.  Such  cases 
involve  the  use  of  specialized  equipment  due  to  the  patient's  condition.  Since 
equipment  of  this  nature  would  be  reimbursable  if  used  in  the  patient's  home, 
we  feel  it  is  equitable  to  provide  reimbursement  in  the  institutional  setting. 
Coverage  should  be  restricted  to  specialized  equipment  which  is  not  normally 
used  in  an  institution.  This  corrects  a  gap  in  coverage  which  we  believe  was 
unintended  in  the  original  legislation. 

Skilled  nursing  facility  servces  furnished  in  the  absence  of  prior  hospitalization 

Coverage  of  such  services  should  not  significantly  affect  the  cost  of  the 
program  provided  the  regulations  continue  to  require  medical  necessity  and  a 
skilled  level  of  care.  Eliminating  the  requirement  for  prior  hospitalization  may 
result  in  some  administrative  cost  savings  and  more  equitable  treatment  of 
beneficiaries,  particularly  where  there  have  been  interruptions  in  skilled  levels 
of  care. 

POSSIBLE  REVISIONS  IN  ADMINISTRATIVE  PROVISIONS 

The  physician's  plan  of  treatment  for  speech  pathology  services 

Instructions  contained  in  Skilled  Nursing  Facility,  Home  Health  Agency  and 
Hospital  outpatient  manuals  are  comprehensive  and  include  requirements 
reducing  the  physician's  plan  to  writing,  with  specific  goals  established,  and  a 
review  at  least  every  30  days.  We  believe  this  area  is  susceptible  to  abuse,  and 
a  relaxation  of  such  requirements  would  not  be  advisable. 

Claims  on  behalf  of  deceased  beneficiaries 

In  the  case  of  deceased  beneficiaries,  under  present  law,  Medicare  can  only 
make  payment  when  the  physician  accepts  assignment  or  the  bills  have  already 
been  paid.  We  are  in  favor  of  a  technical  change  which  would  permit  payment 
by  Medicare,  on  the  basis  of  a  non-receipted  bill,  directly  to  the  spouse  or  other 
legal  representative  of  a  deceased  Medicare  beneficiary. 

Presumed  coverage  provisions  for  services  provided  by  home  health  agencies 
and  skilled  nursing  facilities 
The  presumption  of  coverage  provisions  extent  in  the  Medicare  program  are 
poorly  understood  and  administratively  burdensome.  In  addition,  the  Waiver  of 
Liability  provision  in  the  1972  amendments  virtually  eliminated  the  need  for 
presumed  coverage.  Consequently,  we  would  support  the  deletion  of  this 
provision. 

POSSIBLE  REVISIONS  IN  REIMBURSEMENT  PROVISIONS 

Payment  for  physician's  services  to  encourage  greater  use  of  assignment 

The  excessive  time  lag  produced  by  the  current  system  of  annual  updating 
on  July  1  of  each  year  based  on  charges  made  for  services  rendered  during  the 
prior  calendar  vear  is  a  disinoentive  to  the  physician  in  his  consideration  of 
whether  to  accept  assignment  of  benefits. 
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The  limit  on  prevailing  charges  established  by  the  application  of  the  economic 
index  factor  in  1975  and  every  year  thereafter  has  brought  about  an  ever 
increasing  disparity  between  actual  charges  and  Medicare  allowable  charges, 
further  discouraging  acceptance  of  assignment  by  physicians.  The  net  effect,  of 
course,  is  a  greater  and  greater  expenditure  out  of  pocket  by  Medicare 
beneficiaries. 

To  ameliorate  the  first  situation,  we  urge  you  to  consider  a  change  in  existing 
law  to  provide  for  the  updating  of  physician  profiles  and  prevailing  charges  on 
a  semi-annual  basis. 

Additionally,  we  suggest  that  physicians  be  required  to  declare  in  writing  to 
the  carrier  that  they  will  either  take  assignment  for  all  of  their  Medicare  pa- 
tients or  none  of  them.  A  physician  could  change  his  decision  on  sixty  days' 
notice  to  the  carrier,  but  to  provide  an  incentive,  reasonable  charge  determina- 
tions for  physicians  accepting  assignment  would  be  based  on  the  90th  percentile 
rather  than  the  75th  percentile.  To  improve  administrative  procedures,  such 
physicians  might  also  be  required  to  code  all  claims. 

Payment  for  services  furnished  by  community  mental  health  centers 

Experience  with  Medicaid  Programs  servicing  mental  health  clinics  treating 
alcoholism  and  drug  abuse  shows  costs  are  high  and  the  treatment  tends  to  be 
lengthy.  We  feel  further  research  into  the  cost  of  providing  these  services 
under  the  Medicare  Program  is  a  must  before  any  serious  consideration  is 
given  to  such  legislation.  If  study  indicates  that  the  Medicare  Program  could 
absorb  the  added  costs  of  such  services,  it  is  recommended  that  the  mental 
health  centers  be  subjected  to  certification  procedures  similar  to  those  used  for 
providers  serviced  by  a  fiscal  intermediary.  Reimbursement  should  be  on  a  cost 
basis  (subject  to  audit)  and  strict  controls  should  be  placed  on  the  extent 
and  duration  of  services. 

Requirements  for  the  payment  of  the  lesser  of  costs  or  charges 

We  suggest  that  consideration  be  given  to  exempting  public  providers — 
government  operated  institutions — from  the  provisions  of  Section  233  of  Public 
Law  92-603,  which  deals  with  payment  based  on  the  lower  of  cost  or  charges. 
At  this  time,  only  those  public  providers  whose  charges  are  less  than  one-half 
of  cost  are  exempted.  Many  providers  have  charges  in  excess  of  50  percent  of 
cost,  but  their  patient  population  is  preponderantly  indigent,  on  welfare,  or 
covered  under  Titles  XVIII  or  XIX.  Under  those  circumstances,  the  provi- 
sions of  Secton  233  on  reimbursement  increases  their  financial  deficit. 

In  closing,  Mr.  Chairman,  we  want  to  thank  you  and  the  Subcommittee  for 
the  opportunity  to  present  our  comments  on  possible  amendments  to  the  Medi- 
care law.  Also,  we  offer  the  Subcommittee  and  its  staff  continued  cooperation 
of  the  Health  Insurance  Association  of  America  and,  in  particular,  the  Medi- 
care Administration  Committee,  as  you  develop  specific  proposals  for  legisla- 
tive action. 

Mr.  Rostenkowski.  Thank  you,  Mr.  White. 
Mr.  Jacoby,  please  proceed. 

STATEMENT  OF  MERRITT  W.  JACOBY,  SENIOR  VICE  PRESIDENT, 
BLUE  CROSS  AND  BLUE  SHIELD  ASSOCIATIONS 

Mr.  Jacoby.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
am  Merritt  W.  Jacoby,  acting  senior  vice  president  for  Government 
programs  of  the  Blue  Cross  and  Blue  Shield  Associations. 

As  you  know,  the  Blue  Cross  Association  serves  as  a  nationwide 
prime  contractor  to  the  Department  of  Health,  Education,  and 
Welfare  for  administration  of  part  A  of  the  medicare  program. 
Sixty-eight  Blue  Cross  plans  are  part  A  subcontractors  of  the  asso- 
ciation. In  Federal  fiscal  year  1977  they  processed  28.5  million  claims 
representing  $14  billion  in  medicare  benefits. 

Thirty-two  of  the  70  Blue  Shield  plans  which  constitute  the  Blue 
Shield  Association  currently  serve  as  medicare  part  B  carriers.  In 
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fiscal  1977,  they  processed  66  million  part  B  claims  totaling  $2.7 
billion  in  benefits. 

I  have  submitted  a  written  statement  on  the  series  of  changes  to 
the  program  which  are  under  consideration  of  the  committee.  I  would 
request  acceptance  of  that  statement  for  the  record. 

Mr.  Kostenkowski.  Without  objection,  so  ordered. 

Mr.  Jacoby.  If  the  subcommittee  wishes,  we  would  be  happy  to 
supplement  those  comments  or  clarify  them  on  request. 

I  have  a  very  brief  oral  statement. 

With  few  exceptions,  we  support  the  objectives  of  the  changes 
being  proposed.  However,  based  upon  our  experience  as  an  inter- 
mediary and  as  carriers,  we  have  in  a  number  of  instances  in  the 
written  statement  urged  that  carriers  be  consulted  in  defining  the 
expanded  benefits  selected  for  implementation. 

The  purpose  is  to  assure  that  appropriate  opportunity,  in  some 
of  these  instances,  is  provided  for  evaluating  the  quality  of  the  serv- 
ices which  are  to  be  offered  to  the  beneficiaries. 

In  some  other  instances  also  identified  in  the  written  statement, 
we  see  a  potential  of  administrative  costs,  and  complexities,  which 
could  be  disproportionate  to  the  benefit  changes. 

We  appreciate  the  opportunity  to  comment,  and  should  there  be 
any  questions,  I  will  be  happy  to  respond. 

[The  prepared  statement  follows :] 

Statement  op  Merritt  W.  Jacoby.  Senior  Vice  President,  Blue  Cross  and 
Blue  Shield  Associations 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  Merritt  W.  Jacoby. 
acting-  senior  vice  president  for  Government  programs  of  the  Blue  Cross  and 
Blue  Shield  Associations. 

As  you  know,  the  Blue  Cross  Association  services  as  a  nationwide  prime 
contractor  to  the  Department  of  Health,  Education  and  Welfare  for  admin- 
istration of  part  A  of  the  Medicare  program.  Sixty-eight  Blue  Cross  plans  are 
part  A  subcontractors  of  the  association.  In  Federal  fiscal  year  1977  they  proc- 
essed 28.5  million  claims  representing  $14  billion  in  medicare  benefits. 

Thirty-two  of  the  70  Blue  Shield  plans  which  constitute  the  Blue  Shield 
Association  currently  serve  as  medicare  part  B  carriers.  In  fiscal  1977,  they 
processed  66  million  part  B  claims  totaling  $2.7  billion  in  benefits. 

We  appreciate  this  opportunity  to  share  with  you  our  thoughts  on  the  "low- 
cost  and  noncontroversial  changes"  in  the  medicare  program  described  in  your 
June  9  hearing  announcement. 

l.  waiting  period  for  eeentitled  disability  beneficiaries 

We  support  a  legislative  proposal  to  eliminate  a  second  twenty-four  month 
waiting  period  for  reentitlement  to  medicare  benefits  by  reentitled  disability 
beneficiaries. 

An  individual  entitled  to  social  security  disability  benefits  must  wait  a 
period  of  twenty-four  months  to  gain  initial  entitlement  to  medicare  benefits. 
A  second  waiting  period  of  twenty-four  months  places  a  burden  on  disabled 
beneficiaries  whose  disability  benefits  (and  therefore  medicare  benefits)  are 
terminated,  then  reinstated. 

In  almost  all  cases  where  reentitlement  to  disability  benefits  occurs,  the 
disabling  condition  is  the  same  condition  as  the  condition  on  which  initial 
entitlement  was  based.  Thus,  these  individuals  would  have  a  waiting  period 
for  coverage  because  of  their  pre-existing  medical  condition  or,  be  unable  to 
obtain  health  care  coverage.  By  definition,  disability  beneficiaries  are  not  gain- 
fully employed,  so  there  is  no  opportunitv  to  obtain  group  coverage  through 
employment.  Also  it  would  be  unusual  for  an  individual  to  maintain  full 
private  health  insurance  benefits  during  a  period  of  entitlement  to  medicare. 
Thus,  the  opportunity  for  health  insurance  coverage,  other  than  medicare,  are 
quite  limited  for  these  individuals. 
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Finally,  a  disability  beneficiary  entitled  to  medicare  coverage  might  attempt 
to  return  to  work  because  of  an  improved  medical  condition,  but  become  re- 
entitled  to  disability  benefits  in  a  few  months.  Without  the  proposed  amend- 
ment such  individual  must  wait  another  24  months  before  reentitlement  to 
medicare.  The  proposed  amendment  will  eliminate  the  present  hardship.  We 
believe  an  unsuccessful  attempt  to  work,  lasting  only  two  or  three  months, 
should  not  require  a  disabled  individual  to  wait  another  two  years  to  regain 
medicare  coverage. 

2.   COVERAGE  FOR  SERVICES  FURNISHED  TO  MEDICARE  BENEFICIARIES  OUTSIDE 

THE  UNITED  STATES 

We  question  the  proposal  to  authorize  negotiation  of  reciprocal  agreements 
with  other  countries  for  covering  health  care  services  furnished  to  medicare 
beneficiaries  outside  the  U.S.  and,  to  certain  foreign  nationals  in  the  U.S. 

From  our  perspective,  the  key  constraint  to  negotiating  this  type  of  re- 
ciprocity is  the  potential  inequity  which  could  occur  between  medicare  bene- 
ficiaries and  foreign  nationals.  To  gain  medicare  coverage,  Americans  and 
qualified  aliens  must  either  earn  a  sufficient  number  of  quarters  of  coverage 
under  social  security  or  pay  premiums.  Foreign  nationals  would  not  have  to 
do  either.  To  preclude  medicare  entitlement  to  a  significant  number  of  Ameri- 
cans unless  certain  eligibility  requirements  are  met,  but  to  extend  it  to  foreign 
nationals  without  the  same  requirements,  does  not  seem  equitable.  Medicare 
benefits  are  earned. 

An  additional  constraint  is  the  probable  lack  of  control  of  the  quality  of 
medical  services  which  would  be  available  to  beneficiaries  outside  the  U.S. 
Negotiated  agreements  would  seem  to  require  attention  to  delivery  and  main- 
tenance of  mutually  agreeable  levels  and  quality  of  services. 

For  foreign  nationals  visiting  the  United  States  for  a  short  period  of  time, 
we  question  how  eligibility  and  entitlement  would  be  determined  and  con- 
trolled because  of  complex  administrative  problems.  We  also  question  the  ex- 
tent of  impact  on  the  trust  fund  by  extending  health  care  coverage  to  foreign 
nationals.  We  do  not  know  the  number  of  foreign  nationals  visiting  or  resid- 
ing in  the  United  States,  but  it  may  be  high  enough  to  place  a  significant 
financial  burden  on  an  already  strained  financial  resource. 

We  appreciate  the  intent  of  this  proposal,  but  feel  the  inequity  created,  the 
seeming  administrative  complexities  of  administering  such  a  provision  and 
lack  of  control  on  the  quality,  cost  and  utilization  of  services  rendered  to 
medicare  eligibles  living  abroad  cause  us  to  question  the  desirability  of  the 
proposal. 

3.   IMPROVE  MEDICARE   COVERAGE  OF  DENTAL   SERVICES  FURNISHED  BY  ORAL 

SURGEONS 

Presently,  doctors  of  dental  surgery  or  dental  medicine  can  only  be  paid 
for  surgery  to  the  jaw  or  structure  contiguous  to  the  jaw,  or  the  reduction 
or  setting  of  fractures  to  the  jaw.  They  are  thus  primarily  limited  to  surgery. 
They  cannot  be  paid  for  treating  medical  conditions  (e.g.,  TRI  germinal 
neuritis)  whereas  physicians  can.  In  this  sense,  the  present  situation  is  discrim- 
inatory in  that  dentists  do  treat  medical  conditions  and  are  paid  in  their 
normal  practice. 

The  proposed  expansion  of  coverage  is  not  explicit  but  presumably  it  would 
allow  oral  surgeons  to  be  reimbursed  as  physicians  for  treating  medical  con- 
ditions authorized  by  the  scope  of  their  licenses.  Other  than  concern  over  in- 
creased program  cost,  we  favor  this  proposal  . 

Currently,  hospital  stays  are  covered  if  the  patient's  medical  condition  so 
warrants  (heart  condition,  circulatory  disorders,  etc.).  This  proposal  would 
expand  coverage  of  hospital  stays  to  include  conditions  incident  solely  to  the 
procedures  (tooth  extraction,  etc.).  Here  again,  our  position  recognizes  the 
validity  of  the  proposal  but  our  concern  centers  on  the  afford  ability  of  in- 
creased, program  cost. 

4.   COVERAGE  OF  OPTOMETRISTS'   SERVICES  IN  CONNECTION  WITH  TREATMENT 

OF  APHAKIA 

We  do  not  have  a  position  on  this  proposed  change.  The  Department  of 
Health,  Education  and  Welfare  has  done  a  study  on  the  subject,  involving  the 
ophthamology  and  optometry  professions.  We  have  not  seen  the  study,  but,  were 


117 


it  made  available,  we  would  be  willing  to  comment  on  its  findings  and  recom- 
mendations at  the  request  of  your  committee  or  the  Department. 

5.  COVERAGE  OF  AMBULANCE  SERVICES 

We  agree  with  that  portion  of  the  proposal  expanding  coverage  for  institu- 
tionalized patients  for  ambulance  transportation  to  another  treatment  facility 
and  return.  We  also  agree  with  the  concept  of  covering  ambulance  services  to  a 
more  distant  hospital  when  the  nearer  one  does  not  have  qualified  staff.  Al- 
though there  may  be  problems  establishing  criteria  for  what  constitutes  a 
"qualified  staff  member" 1  for  the  purposes  of  ambulance  coverage,"  the  inci- 
dence of  such  transportation  to  a  more  distant  hospital  should  be  minor. 

We  note  that  in  the  case  of  institutionalized  patients,  HEW  has  expanded 
round-trip  coverage  for  specialized  services  effective  March  15,  1978. 

0.   LIBERALIZATION   OF   MEDICARE   HOME   HEALTH  BENEFIT 

Changes  to  the  medicare  home  health  benefit  which  have  been  suggested  and 
which  are  being  considered  are  the  elimination  of  the  three-day  prior  hospitali- 
zation requirement,  an  increase  in  the  number  of  home  health  visits  and  recog- 
nition of  occupational  therapy  sendees  as  a  basis  for  entitlement  to  home 
health  services. 

We  recognize  the  scope  and  type  of  home  health  services  which  are  available 
under  the  medicare  program  have  received  considerable  attention  recently,  and 
there  are  many  ideas  for  change.  Delivery  of  home  health  services  has  changed 
radically  in  the  last  few  years,  evolving  from  historical  delivery  by  local  non- 
profit visiting  nurse  associations  to  a  broader  range  of  participants  now  includ- 
ing hospital-based  home  health  agencies  and  agencies  which  are  proprietary  and 
render  services  mostly  or  exclusively  to  medicare  beneficiaries. 

Before  the  Congress  authorizes  any  changes  to  the  home  health  benefit  under 
medicare,  we  would  recommend  analysis  of  the  need  for  such  a  liberalization  of 
coverage.  We  also  recommend  review  of  the  growth  in  average  cost  of  these 
services. 

Although  similar  studies  have  been  done  in  the  past,  recent  changes  in  home 
health  care  delivery  may  suggest,  (1)  the  costs  of  many  home  health  agency 
services  have  recently  escalated  to  the  point  that  these  services  can  significantly 
exceed  the  cost  of  skilled  nursing  care  on  an  inpatient  basis;  and  (2)  only  a 
minority  of  home  health  patients  meeting  medicare  requirements  for  covered 
home  health  services  have  utilized  all  of  their  available  home  health  visits. 

We  believe  the  results  of  the  suggested  studies  will  provide  a  basis  for  the 
Congress  to  design  any  necessary  changes  to  the  home  health  benefit. 

Concerning  the  specific  proposals  being  considered,  our  experience  with  the 
medicare  program  suggests  the  proposal  to  eliminate  the  prior  three-day  hos- 
pitalization requirement  and  the  proposal  to  recognize  the  status  of  occupational 
therapy  as  a  basis  for  entitlement  should  be  considered  in  the  context  of  the 
three  day  prior  hospitalization  requirement  for  skilled  nursing  facility  care, 
and,  the  classification  of  occupational  therapy  as  a  non-skilled  service  in  the 
context  of  skilled  nursing  facility  care. 

7.  REQUIREMENT  OF  X-RAY  FOR  COVERAGE  OF  CHIROPRACTIC  SERVICES 

Our  position  is  to  recognize  chiropractic  services  only  for  the  treatment  of 
subluxation  of  the  spine  by  manual  manipulation  of  the  spine.  We  further  main- 
tain that  the  subluxation  must  be  demonstrable  by  X-ray. 

While  differing  meanings  have  been  assigned  to  the  word  "subluxation,"  our 
position  is  that  for  medicare  purposes  it  means  an  incomplete  dislocation,  off- 
centering,  misalignment,  fixation  or  abnormal  spacing  of  the  vertebrae  ana- 
tomically which  must  be  demonstrable  on  an  X-ray  film  to  individuals  trained 
in  the  reading  of  X-rays. 

We  feel  present  controls  on  this  coverage  are  appropriate  and  the  require- 
ment for  X-ray  demonstration  should  be  continued. 

To  do  otherwise  could  result  in  an  inability  to  determine,  if,  in  fact,  a  sub- 
luxation existed  and  thus  whether  coverage  is  warranted. 


1  The  potential  for  program  abuse  exists  when  "a  qualified  staff  member"  is  construed 
to  be  the  family  physician  who  may  have  staff  privileges  at  a  more  distant  hospital. 
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8.   PAYMENT  OF   PART  A  INSTITUTIONAL  BENEFITS  WHERE  BENEFICIARY 
IS  WITHOUT  FAULT 

We  support  proposals  which  improve  effective  utilization  of  available  health 
care  services.  We  favor,  therefore,  the  proposal  to  allow  medicare  reimburse- 
ment whore  a  beneficiary  needing  hospital  care  is  placed  in  a  skilled  nursing 
portion  of  a  hospital-based  skilled  nursing  facility  only  because  a  hospital  bed 
is  not  available  in  that  hospital.  This  "swing-bed"  concept  has.  to  date,  been 
demonstrated  to  be  cost  effective  in  the  experiments  conducted  by  Blue  Cross 
plans  under  section  222  of  Public  Law  92-603, 

To  assure  that  implementation  of  such  a  proposal  meets  the  needs  of  medicare 
beneficiaries  and  provides  the  quality  of  care  dictated  by  the  patient's  condition. 
We  suggest  that  Congress  consider  certain  criteria.  First,  the  location  of  the 
"swing-beds"  should  be  in  close  proximity  to  the  hospital  beds  so  hospital  serv- 
ices needed  by  the  beneficiary  are  available  and  received.  Placement  of  hospital 
patients  in  a  skilled-nursing  bed  should  be  on  an  exception  basis,  and  the  num- 
ber of  "swing-beds"  utilized  should  be  limited.  Ti"  this  were  not  the  case,  there 
could  be  instances  where  a  hospital  that  routinely  needed  more  hospital  beds 
would  use  SNF  beds  as  hospital  beds  rather  than  increasing  the  number  of 
certified  hospital  beds  and  decreasing  the  number  of  certified  SNF  beds.  Also, 
regularly  spreading  available  hospital  staffing  levels  over  any  substantial  num- 
ber of  skilled  nursing  beds  would  raise  questions  of  adequately  meeting  patient 
needs. 

To  assure  that  implementation  of  such  a  proposal  would  increase  effective 
utilization  of  inpatient  beds  in  a  geographic  locale,  the  proposal  should  assure 
available  hospital  beds  in  a  community  were  not  going  unused  because  another 
hospital  was  using  its  skilled  nursing  beds  as  hospital  beds.  Further,  use  of 
skilled  nursing  beds  as  hospital  beds  should  be  based  on  availability  of  hospital 
beds  in  the  area  so  that  skilled  nursing  beds  remain  available  to  patients  need- 
ing skilled  nursing  care. 

With  respect  to  the  proposal  for  medicare  reimbursement  of  care  rendered  a 
medicare  beneficiary  in  a  non-certified  portion  of  a  skilled  nursing  facility,  we 
question  the  equity  of  this  proposal  as  well  as  the  ability  to  control  the  cost  or 
quality  of  the  care  which  would  be  paid  for  by  medicare. 

The  medicare  program  has  no  control  over  non-certified  portions  of  a  distinct 
part,  skilled  nursing  facility,  so  the  program  cannot  depend  upon  the  conditions 
of  participation  being  met  in  those  non-certified  portions  and  cannot  reasonably 
be  sure  of  the  actual  level  of  services  received  by  a  beneficiary.  Also,  since  there 
would  be  no  requirement  for  a  non-certified  portion  of  a  facility  ro  submit  a 
bill  or  refund  an  overpayment,  there  would  be  limited  control  by  the  medicare 
program  for  services  rendered  in  non-certified  portions  of  the  facility. 

0.    COVERAGE   OF   DURABLE   EQUIPMENT   WHERE   THE  BENEFICIARY 
IS  RESIDING  IN  A  FACILITY 

We  support  liberalizing  requirements  for  payment  of  durable  medical  equip- 
ment rented,  leased  or  purchased  by  beneficiaries  residing  in  facilities  which  are 
not  certified  for  medicare  but  which  meet  the  definition  of  a  skilled  nursing 
facility  as  legislatively  defined. 

Our  experience  with  the  medicare  program  and  certification  of  facilities  as 
skilled  nursing  facilities  indicates  many  facilities  which  are  nor  certified  for 
medicare  are  categorized  by  State  agencies  as  skilled  nursing  facilities.  Based 
on  this  State-agency  classification,  medicare  beneficiaries  who  are  residents  of 
the  facility  cannot  receive  medicare  reimbursement,  for  needed  medical  equip- 
ment. Thus,  the  medicare  beneficiaries  must  pay  for  equipment  merely  because 
of  their  place  of  residence. 

In  liberalizing  this  facet  of  the  medicare  program,  the  Congress  may  want  to 
consider  constraints  on  the  source  of  acquiring  the  equipment  so  that  the  facility 
in  which  the  beneficiary  resides  cannot  be  the  supplier  of  the  equipment. 

10.  COVERAGE  FOR  SERVICES  FOR  TREATMENT  OF  PLANTAR  WARTS  ON  THE  FEET 

We  agree  with  extension  of  podiatry  coverage  to  include  treatment  of  plantar 
warts. 
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These  warts  are  encapsulated  in  the  plantar  region  of  the  foot,  can  be  very 
painful  and  are  treated  by  either  surgery  or  chemosurgery.  They  should  not  be 
considered  as  "routine  foot  care"  since  they  are  a  benign  neoplasm  and  if  not 
removed  can  spread.  We  understand  the  incidence  of  their  appearance  among 
the  older  population  is  generally  far  less  than  among  the  rest  of  the  population. 

11.  COVERAGE  OF  ANTIGENS 

Presently,  if  an  allergen  extract  is  prepared  by  an  allergist  and  forwarded  for 
administration  by  another  physician,  it  would  be  covered  only  if  the  adminis- 
tering physician  obtains  the  extract  from  the  allergist  and  includes  the  cost 
for  it  in  his  bill  to  the  patient.  If  the  allergist  charges  the  patient  for  the  ex- 
tract but  another  physician  administers  it,  payment  can  be  made  for  the  admin- 
istration of  the  extract  but  not  for  the  extract. 

We  agree  with  this  extension  of  coverage.  It  does  not  seem  reasonable  to 
deny  payment  for  an  antigen  unless  the  "preparer"  and  "administrator"  are 
one  and  the  same. 

Frequently,  beneficiaries  relocate  but  are  still  dependent  upon  antigens  pre- 
pared by  a  remote  allergist  who  incurs  costs  in  their  preparation.  Reimburse- 
ment should  be  made  to  the  source  where  costs  are  incurred. 

12.  LIMIT  IN  PART  B  PREMIUM  INCREASES  DUE  TO  LATE  ENROLLMENT 

Presently,  a  beneficiary's  premium  is  increased  by  10  percent  for  each  twelve 
months  of  non-enrollment  after  reaching  eligibility  (age  65  or  after  24  months 
of  disability).  This  proposal  would  place  a  cap  on  such  increases  of  three  years 
after  eligibility  is  reached. 

The  "adverse  selection"  phrase  used  in  this  proposal  presumably  relates  to 
beneficiaries  who  wait  to  get  sick  before  they  enroll  in  order  to  save  premium 
money  while  they  are  well. 

Experience  indicates  the  number  of  beneficiaries  in  this  category  are  very  few. 
Those  who  cannot  afford  the  increased  costs  are  frequently  covered  under  vari- 
ous state  aid  programs  including  medicaid.  In  this  case,  their  premiums  are  paid 
by  the  State  (with  no  penalty  for  late  enrollment). 

We  support  this  proposal. 

13.  LIMITATION  ON  RE-ENROLLMENT  IN  PART  B 

Currently,  a  medicare  beneficiary  is  limited  to  a  single  re-enrollment.  As  with 
provision  No:  12  (late  enrollment)  experience  indicates  very  few  beneficiaries 
are  affected.  However,  there  may  be  some  concern  that  this  provision  could 
open  the  door  for  beneficiaries  to  enroll  in  and  withdraw  from  program  par- 
ticipation periodically  as  their  financial  and  health  situation  varies.  That  prac- 
tice would  increase  administrative  workloads  and  would  not  be  fair  to  bene- 
ficiaries who  have  consistently  paid  their  premiums. 

We  suggest  a  waiting  period  to  be  introduced  prior  to  coverage  becoming  ef- 
fective. If  a  three-month  period  were  required  prior  to  effective  date  of  cover- 
age after  re-enrollment,  abuse  of  the  privilege  would  tend  to  be  held  to  a  mini- 
mum and,  at  the  same  time  provide  for  fewer  misunderstandings  on  the  part  of 
beneficiaries. 

14.  ADDITIONAL  MEDICARE  COVERAGE  FOR  INDIVIDUALS  AGE  60  THROUGH/  61 

We  share  the  concern  regarding  the  difficulty  which  some  people,  age  60  to 
64,  experience  in  obtaining  adequate  health  insurance  coverage.  There  is  a 
"gap"  in  the  coverage  of  this  age  group.  However,  after  analyzing  S.  1993  and 
present  coverage  for  that  age  group,  we  believe  that  the  program  proposed  in 
S.  1993  would  encounter  serious  difficulties  which  would  most  likely  render 
it  ineffective  in  resolving  the  indentified  problem. 

S.  1993  would  allow  certain  individuals  in  the  60  to  64  year  old  group  to 
buy  into  medicare  at  a  full-cost  premium  level.  A  comparison  of  this  proposed 
arrangement  with  the  experience  of  Blue  Cross  and  Blue  Shield  plans  indi- 
cates that  the  resulting  premium  rate  would  be  very  expensive.  This  high 
premium  rate,  coupled  with  a  lack  of  participation  restrictions,  would  result 
in  a  substantial  degree  of  adverse  selection — producing  even  higher  premiums. 
Given  the  typically  limited  income  of  the  groups  which  would  be  eligible  under 
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S.  1993,  the  premium  would  be  unaffordable  by  the  great  majority  of  those  who 
are  currently  unable  to  obtain  adequate  coverage. 

These  problems  would  lead  to  pressure  for  subsidization  of  the  program, 
which  is  not  provided  for  in  S.  1993.  This  reasonable  expectation  calls  into 
question  the  wisdom  of  enacting  S.1993,  since  the  proposal  apparently  is  not 
intended  either  to  further  burden  the  taxpayer,  or  to  shift  health  care  re- 
sources from  the  over-65  medicare  populations  (by  expanding  the  existing 
medicare  program  to  cover  portions  of  the  younger  population).  We  do  not 
oppose  the  objectives  of  the  proposal  amendment.  However,  we  do  believe  the 
proposed  change  will  not  achieve  the  stated  objective  at  the  cost  contemplated. 

15.   RESIDENCY  REQUIREMENTS  FOR  VOLUNTARY  ENROLLMENT  IN   MEDICARE  BY 

ALIENS 

We  support  reevaluation  of  the  residency  requirements  for  aliens  to  obtain 
medicare  coverage,  so  that  the  basis  for  requiring  permanent  residency  can 
be  reassessed.  We  would  question,  however,  modifying  the  five  year  residency 
requirement  on  the  basis  of  financial  hardship  or  the  ability  to  obtain  health 
insurance  from  the  private  market. 

Private  insurance  does  not  preclude  coverage  of  individuals  on  the  basis  of 
residency  and  thus  would  not  serve  as  a  basis  for  modification  of  the  medicare 
program. 

It  would  seem  consideration  of  such  a  proposal  should  be  in  the  context  of 
national  health  insurance,  or  the  medicaid  program,  where  financial  hardship 
is  one  of  the  considerations  for  extending  coverage. 

16.   WRITTEN  PLAN  FOR  SPEECH  PATHOLOGY  SERVICES 

In  this  proposed  modification,  it  appears  a  written  plan  of  treatment  for 
speech  pathology  would  still  be  required,  but  the  speech  pathologist  rather  than 
the  physician  would  formulate  the  plan  of  treatment.  We  support  this  proposed 
modification.  Our  experience  indicates  the  speech  pathologist  possesses  the 
technical  training  and  knowledge  to  determine  the  type  and  duration  of  speech 
therapy  needed  by  patients.  Most  physicians  do  not  have  this  type  of  training 
and  rely  on  the  speech  pathologist  for  detailed  technical  support. 

17.  PRESUMED  COVERAGE  PROVISIONS  FOR  SKILLED  NURSING  FACILITY  AND 
HOME  HEALTH  CARE 

We  support  deletion  of  "presumed"  periods  of  coverage  for  home  health  and 
skilled  nursing.  Implementation  of  this  provision  of  Public  Law  92-603  has 
had  minimum  utility  and  created  confusion  among  physicians  and  providers 
as  well  as  beneficiaries. 

18.   APPLICATION   OF  MEDICARE  STANDARDS  TO  RURAL  HOSPITALS 

We  support  the  intent  of  the  proposal  to  allow  flexibility  in  applying  medi- 
cal personnel  and  other  standards  to  rural  hospitals  and  the  need  to  limit  such 
flexibility  so  as  not  to  jeopardize  the  health  and  safety  of  patients. 

19.   STRENGTHENING  OF  PRESENT  ASSURANCES  FOR  PATIENTS'  RIGHTS 

We  support  review  of  existing  medicare  law  and  regulations  to  determine  if 
there  is  a  need  for  additional  safeguards  for  patients'  rights.  We  believe  a 
similar  review  of  medicaid  patients'  rights  is  also  desirable.  We  suggest  the 
review  solicit  and  consider  opinions  of  medicare  beneficiaries,  particularly  as 
they  may  be  avalable  through  consumer  representative  groups. 

20.    REVIEW   PAYMENT    METHODS    FOR   PHYSICIANS'    SERVICES   WHERE  BENEFICIARY 

HAS  DIED 

When  a  doctor  does  not  accept  assignment  for  a  deceased  beneficiary's  bill, 
the  estate  must  pay  the  doctor's  bill  prior  to  submission  of  the  claim  for  medi- 
care reimbursement.  The  complex  procedure  required  in  these  instances  would 
be  somewhat  simplified  by  the  proposed  changes  since  both  paid  and  unpaid 
bills  would  be  honored  for  payment.  There  is  no  assurance,  of  course,  that 
the  provider  would  be  reimbursed  by  the  estate  but  the  chances  of  reimburse- 
ment are  greater  if  payment  is  made. 

We  support  this  proposal. 
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21.  CHANGES  IN  PHYSICIAN  PAYMENT  METHODS  TO  ENCOURAGE  GREATER  USE  OF 

ASSIGNMENTS 

TVe  agree  with  the  proposal  that  "it  may  be  appropriate  at  this  time  to 
reexamine  the  whole  issue."  From  an  administrative  viewpoint,  assigned  claims 
are  more  readily  processed  than  non-assigned  and  convenience  to  the  bene- 
ficiary is  greater. 

Our  position  is  to  welcome  provisions  which  encourage  physicians  to  accept 
assignment,  based  upon  fair  compensation,  provided  such  provisions  do  not 
generate  excessive  administrative  costs. 

Mr.  Cotter  [presiding] .  Thank  you. 
Mr.  Duncan,  do  you  have  any  questions  ? 

Mr.  Duncan.  I  have  p.o  questions.  I  want  to  thank  you  for  a  well- 
prepared  statement.  It  makes  a  lot  of  sense  to  me.  I  want  to  thank 
you  for  your  appearance,  and  I  hope  the  rest  of  the  subcommittee, 
and  the  full  committee,  will  read  the  statement. 

Thank  you. 

Mr.  Cotter.  We  will  stay  in  recess  for  a  couple  of  minutes.  The 
chairman  has  to  take  an  important  phone  call. 
[Brief  recess.] 

Mr.  Rostenkowski.  I  am  sorry  I  had  to  leave  the  room. 

Mr.  Jacoby,  you  finished  much  faster  than  I  thought. 

As  you  know,  the  subcommittee  is  interested  in  ways  to  encourage 
physicians  to  accept  assignments  on  more  claims.  One  obvious  way 
is  to  offer  financial  incentives.  However,  before  we  do  something  like 
this,  we  need  to  know  how  the  fees  recognized  by  medicare  compare 
with  fees  recognized  by  private  insurance. 

The  Department  has  also  told  us  that  such  information  is  neces- 
sary. Since  you  both  serve  as  carriers  for  medicare  programs,  would 
you  supply  this  information  to  the  subcommittee  ? 

Mr.  White.  Certainly  I  could  do  that  from  my  company.  I  am 
sure  the  others  could  do  so,  Mr.  Chairman,  because  one  of  the  re- 
quirements of  the  law  is  that  we  not  pay  more  than  we  pay  in  our 
private  business. 

I  know  we  do  studies  from  time  to  time  comparing  the  prevailing 
rates  which  are  the  maximum  under  medicare  with  the  payments 
under  major  comprehensive  programs. 

Believe  me,  in  my  own  company,  the  allowable  fees  are  so  much 
less  it  is  ridiculous.  I  think  that  is  one  thing  a  lot  of  people  don't 
understand  on  what  we  allow  under  medicare,  that  these  prevailing 
charges  are  actually  based  on  physicians'  actual  charges  that  they 
are  charging  other  patients. 

They  are  not  special  charges  for  medicare  patients.  Then  we  ap- 
ply the  lag  for  the  last  year  with  the  coming  year  at  the  75th  per- 
centile, limited  by  the  economic  index,  which  is  this  year  an  in- 
crease of  5.08  percent. 

The  gap  between  the  allowable  charge  and  the  actual  charge  keeps 
increasing.  That  gap  gets  bigger  and  bigger.  That  is  a  problem  on 
the  number  of  assignments. 

But  we  can  furnish  that  allowed  charge  under  medicare. 

Mr.  Jacoby.  As  a  representative  for  Blue  Shield,  I  would  echo  the 
comments  of  Mr.  White.  I  recognize  there  are  difficulties  in  working 
with  the  administration  in  achieving  objectives  that  you  enunciated. 
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As  we  pointed  out,  there  are  contractual  obligations  we  would  cer- 
tainly meet.  I  would  certainly  echo  the  comments  of  my  contract 
colleagues  that  the  changes  in  the  level  of  reimbursement  are  a  sig- 
nificant factor. 

Mr.  Eostenkowski.  You  suggest  that  durable  medical  equipment 
be  furnished  to  beneficiaries  in  nonparticipating  nursing  homes.  Cov- 
erage would  be  restricted  to  equipment  which  is  necessary  and  not 
normally  available. 

What  are  specific  examples  of  equipment  in  nursing  homes  that 
they  would  not  normally  provide  ? 

Mr.  White.  Some  nursing  homes,  of  course — there  are  a  variety 
of  nursing  homes  that  provide  things  like  braces,  anything  you  can 
name,  where  smaller  ones  don't  have  any  durable  medical  supplies 
at  all.  They  must  be  brought  in  from  outside. 

It  is  similar  to  the  situation  in  some  nursing  homes  than  have 
their  own  pharmacies.  It  is  in  those  situations,  where  it  is  not  a 
sophisticated  nursing  home,  in  the  sense  of  providing  a  wide  range 
of  services,  and  where  if  someone  needs  a  brace,  it  has  to  be  brought 
in  from  outside,  versus  one  that  has  the  full  supplies  right  within 
its  quarters. 

If  a  patient  were  within  his  home,  this  kind  of  equipment  would 
be  paid  for.  But  whether  it  is  a  participating  or  nonparticipating — 
as  long  as  it  qualifies  as  a  skilled  facility  it  is  not  paid  for.  If  the 
patient  goes  home,  it  is  paid  for.  If  he  stays,  it  is  not. 

Mr.  Jacoby.  It  is  my  impression  that  the  proposed  change  in  the 
law  we  are  addressing  would  liberalize  requirements  for  payment  of 
durable  medical  equipment  rented,  leased,  or  purchased  by  bene- 
ficiaries residing  in  facilities  which  are  not  certified  for  medicare  but 
which  meet  the  definition  of  a  skilled  nursing  facility  as  legislatively 
defined. 

That,  I  believe,  is  the  technical  change  that  is  being  proposed. 
We  support  the  elimination  of  the  current  requirement  which  ex- 
cludes coverage  of  durable  medical  equipment  for  individuals  resid- 
ing in  nonmeclicare  certified  institutions  as  indicated  in  our  prepared 
statement.  With  reference  to  your  specific  question,  I  understand  you 
to  be  asking  what  the  nature  of  durable  medical  equipment  is  that 
is  commonly  provided. 

As  I  believe,  Mr.  White  commented,  we  have  a  range  of  possi- 
bilities there  in  the  specific  kinds  of  examples  that  are  contemplated 
within  our  resident  facilities.  The  range  is  probably  in  some  in- 
stances, almost  no  durable  medical  equipment,  up  to  a  very  sophisti- 
cated medical  capability  for  providing  that  equipment. 

Another  issue  in  those  situations  is  to  avoid  duplicate  payments. 
The  Congress  may  want  to  consider  constraints  on  the  source  of 
acquiring  the  equipment  so  that  the  facility  in  which  the  beneficiary 
resides  cannot  be  the  supplier  of  the  equipment. 

Mr.  Rostenkowski.  Mr.  White,  HEW  has  embarked  on  several 
so-called  experiments  for  the  administration  of  medicare.  Most  no- 
ticeably, there  was  the  use  of  fixed-price  bids.  What  is  your  opinion 
of  this  approach  ? 

Mr.  White.  Obviously,  the  Government  has  to  look  for  the  most 
efficient  and  economical  means  of  administering  the  program.  The 
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Congress  did  provide  a  provision  in  the  law  for  experimentation.  I 
do  think  that  there  are  limits  to  the  use  of  fixed-price  bidding,  as 
far  as  the  best  interests  of  the  Government  are  concerned. 

For  example,  in  the  latest  bid  proposal  I  am  aware  of,  it  is  for  a 
contract  in  Illinois.  It  is  a  5-year  fixed  price  contract. 

When  I  say  "fixed  price,"  that  is  not  per  claim.  It  is  the  total 
amount  of  money  for  that  5-year  period.  There  are  so  many  factors 
at  risk  in  this  5-year  bid  that  any  prudent  bidder  would  have  to 
hedge  in  so  many  ways  that  it  is  quite  possible  there  could  be  quite 
a  large  profit,  and  in  fact,  it  could  cost  the  Government  more  than 
the  way  it  is  now. 

For  example,  the  bidder  is  at  risk  on  the  number  of  claims  during 
that  5-year  period.  This  is  not  a  defense  contract,  where  you  buy  a 
specific  number  of  bullets.  The  bidder  must  make  a  guess  as  to  what 
the  claim  numbers  will  be  during  that  period. 

The  bidder  is  also  at  risk  with  regard  to  the  issuance  of  rules  and 
general  instructions  during  the  5-year  period,  because  the  only  relief 
is  in  case  of  major  legislative  changes. 

But  you  are  still  expected  to  comply  with  all  issuances  of  all  regu- 
lations by  the  medicare  bureau,  and  that  is  a  great  unknown.  There 
are  penalty  factors  if  you  fail  to  meet  standards,  to  the  point  where 
you  would  have  to  hedge  tremendously  as  to  the  possible  payment 
of  those  penalty  factors;  whereas  perhaps  it  might  be  best  to  provide, 
if  the  contractor  does  not  meet  a  certain  number  of  standards  during 
that  period,  that  contractor  would  not  be  able  to  rebid. 

Again,  you  have  to  hedge,  because  in  some  casse,  the  standards  are 
floating  standards.  You  do  not  know  during  that  period  what  the 
standards  will  be.  You  have  to  hedge  for  that. 

There  are  many  other  items  that  I  would  be  happy  to  submit  to 
you  in  writing,  Mr.  Chairman,  that  really  might  work  against  the 
best  interests  of  the  Government  if  this  route  were  pursued. 

Although  cost -reimbursement  has  a  bad  name,  I  think  if  you  look 
at  the  carriers  and  intermediaries,  that  despite  inflation  our  cost- 
per-claim  is  coming  down  because  we  do  have  tough  negotiations  on 
cost  budgets  with  the  Government. 

We  are  continually  trying  to  improve  our  system,  become  more 
effective.  I  will  tell  you  today  that  our  unit  cost  in  my  company  was 
less  than  it  was  in  1971,  and  yet  we  are  doing  more  for  the  Govern- 
ment with  lesser  costs  as  to  the  sophisticated  review  of  utilization 
and  so  forth. 

I  think  that  before  embarking  nationwide  on  this  type  of  ap- 
proach, going  beyond  what  may  be  called  experiment,  other  methods 
ought  to  be  considered.  In  fact,  our  committee  is  preparing  a  pro- 
posal for  some  alternative  courses. 

[The  following  was  subsequently  received :] 

The  Prudential  Insurance  Company  of  America, 

Millville,  N.J.,  July  6,  1978. 

Hon.  Dan  Rostenkowski, 

Committee  on  Ways  and  Means,  Longworth  House  Office  Building, 
Washington,  D.G. 

Dear  Congressman  Hostenkowski  :  When  I  appeared  before  the  Subcom- 
mittee on  Health  of  the  Committee  on  Ways  and  Means  on  June  19,  1978,  I 
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stated  that  I  would  submit  to  you  further  comments  about  fixed  price  bidding 
for  the  administration  of  the  Medicare  program.  Enclosed  are  my  comments 
and  recommendations  to  revise  current  practices  in  the  establishment  of  con- 
ditions for  bidding  for  the  Medicare  administration. 

(Although  I  did  appear  before  your  Subcommittee  on  behalf  of  the  Medicare 
Administration  Committee  of  the  Health  Insurance  Association  of  America, 
enclosed  comments  are  personal  in  nature  since  I've  not  had  an  opportunity  to 
submit  them  to  the  committee  for  approval. 

I  will  be  happy  to  furnish  any  additional  information  you  might  desire  to 
assist  the  Subcommittee  in  its  deliberations. 
Sincerely  yours, 

William  C.  White,  Jr., 

Vice  President. 

Enclosure. 

1.  SUBMISSION  AND  EVALUATION  OF  PROPOSALS 

a.  Current  Practice. — The  RFP  requires  that  a  proposal  be  submitted  in 
three  sections ;  namely,  technical,  experience  and  price.  Points  are  awarded  on 
a  weighted  basis  for  each  of  the  three  sections  with  the  predominant  weight 
being  placed  on  the  price. 

b.  Recommendation. — The  bid  should  be  handled  in  two  phases.  First,  the 
prospective  bidder  should  submit  a  technical  proposal  and  experience  factors 
for  evaluation.  In  the  second  phase,  only  those  bidders  meeting  predetermined 
standards  as  to  the  technical  proposal  and  prior  experience  would  be  re- 
quested to  submit  a  price  bid. 

Under  the  present  system,  because  of  the  weight  given  to  price,  the  lowest 
bidder  might  well  be  the  least  qualified  with  respect  to  the  technical  proposal 
and  prior  experience. 

2.  TERM  AND  RENEWAL  OF  CONTRACT 

a.  Current  Practice. — Recent  RFP's  have  provided  for  terms  ranging  from 
39  months  to  63  months  with  no  option  to  renew  but  with  the  stipulation  that 
recompetition  bidding  would  begin  during  the  latter  part  of  the  term  of  the 
contract. 

b.  Recommendation. — The  term  of  the  contract  should  be  for  a  realistic 
period  in  consideration  of  inflation  and  other  factors  affecting  the  work  load 
followed  by  an  option  to  renew  the  contract  from  year  to  year  on  a  negotiated 
price  basis. 

It  is  not  always  in  the  best  interest  of  the  Government  and,  certainly,  not 
in  the  best  interest  of  the  beneficiaries  and  providers,  to  be  dealing  with  a 
number  of  different  organizations  over  time  as  the  Medicare  carrier  in  a 
given  geographic  area.  It  would  seem  more  appropriate,  if  the  contractor  has 
performed  satisfactorily,  for  the  Government  to  renew  the  contact  on  a  negoti- 
ated price  basis  to  provide  for  continuity  with  an  organization  experienced  in 
working  with  the  beneficiaries  and  providers. 

3.  PRICE  ADJUSTMENTS 

a.  Current  Practice. — Current  RFP's  provide  for  an  equitable  adjustment  for 
a  firm  fixed  price  only  if  major  legislative  changes  occur,  or  in  the  event  of  a 
change  in  postage  rates  or  FICA  taxes. 

b.  Recommendation. — Since  the  contractor  is  expected  throughout  the  term 
of  the  contract  to  comply  with  all  rules  and  regulations  issued  by  HEW,  it 
would  seem  appropriate  to  provide  for  price  adjustments  in  relation  to  the 
work  load  impact  of  the  issuance  of  such  rules  and  regulations. 

4.  LIQUIDATED  DAMAGES 

ta.  Current  Practice. — If  the  contractor  fails  to  meet  the  performance  stand- 
ards established  in  the  RFP,  a  monetary  penalty  is  assessed  for  each  standard 
failed  each  quarter  during  the  terms  of  the  contract. 

b.  Recommendation. — Since  certain  performance  standards  are  more  im- 
portant than  others  in  relation  to  the  effect  on  timeliness  and  quality  of  claims 
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processing,  perhaps  this  should  be  taken  into  consideration  in  establishing 
liquidated  damages.  In  the  current  practice,  a  fixed  penalty  is  assessed  re- 
gardless of  the  variance  from  the  standards.  Consideration  should  be  given  to 
establishing  penalties  in  direct  relation  to  the  importance  of  the  standard,  or 
graduating  the  penalty  according  to  the  degree  of  variance.  In  some  cases,  it 
might  be  more  appropriate  not  to  assess  a  monetary  penalty  but  rather  to 
accumulate  punitive  points  to  be  used  in  determination  of  whether  a  contract 
should  be  renewed. 

5.  CLAIM  VOLUME 

a.  Current  Practice.— The  bidder  is  expected  to  estimate  the  claim  volume 
for  the  term  of  the  contract  and  to  use  this  estimate  in  determining  price. 

b.  Recommendation. — In  order  for  the  Government  to  compare  prices  on  an 
equitable  and  realistic  basis,  there  should  be  a  common  base  for  the  price 
determination.  In  other  words,  the  Government  should  specify  the  expected 
claim  volume  on  which  all  bidders  would  base  the  price  for  the  term  of  the 
contract  with  the  provision  that  the  final  price  would  be  adjusted  according 
to  variations  from  the  base  price  according  to  a  predetermined  formula. 

6.  WORK  IN  PROCESS 

a.  Current  Practice. — The  RFP  specifies  a  maximum  number  of  claims  in 
process  to  be  assumed  by  the  incoming  contractor  with  the  provision  that  above 
that  amount  remuneration  will  be  based  on  the  national  average  unit  claim 
cost  for  all  carriers  in  the  preceding  quarter. 

b.  Recommendation. — Each  bidder  must  assume  the  number  of  claims  that 
might  be  inherited.  In  the  interest  of  consistency  in  evaluating  bids,  the  cost  of 
processing  the  pending  work  load  should  be  outside  the  bid  price  and  reim- 
bursed at  a  predetermined  amount  per  claim. 

7.  INDEMNIFICATION 

a.  Current  Practice. — There  is  no  indemnification  provision  under  the  terms 
of  the  RFP. 

b.  Recommendation. — It  would  seem  appropriate  for  the  contract  to  in- 
demnify the  contractor  against  the  cost  of  defending  litigation,  and  any  result- 
ing damages,  when  the  contractor's  conduct  is  not  criminal  in  nature,  fraudu- 
lent or  grossly  negligent.  This  would  protect  the  contractor  from  hardship 
resulting  from  implementing  and  administering  government  regulations  and 
instructions  where  the  contractor's  actions  on  behalf  of  the  government  are 
proper.  It  is  extremely  difficult  for  the  contractor  to  estimate  such  contingency 
costs  in  a  fixed  price  bid. 

8.  TERMINATION  COSTS  | 

a.  Current  Practice. — Current  RFP's  do  not  include  any  provision  for 
remuneration  of  termination  costs  and,  therefore,  the  estimate  of  such  cost 
must  be  included  in  the  original  fixed  price  bid. 

b.  Recommendation. — If,  in  fact,  the  contract  is  renewed,  there  would  be  no 
need  for  including  in  the  original  fixed  price  bid  an  estimate  of  determination 
costs.  On  the  other  hand,  if  the  contract  is  terminated  at  the  end  of  the  con- 
tract period,  termination  costs  should  be  negotiated  on  the  basis  of  the  Fed- 
eral Procurement  Regulations. 

Mr.  Cotter.  I  have  one  question.  I  was  going  through  your  state- 
ment, Mr.  Jacoby.  You  state  that  Blue  Cross  would  welcome  pro- 
visions which  encourage  physicians  to  accept  assignments,  but  you 
do  not  indicate  what  type  of  provisions  these  might  be. 

Do  you  have  any  thoughts  or  suggestion? 

Mr.  Jacoby.  There  have  been  a  variety  of  alternatives  suggested, 
and  we  would  be  happy  to  develop  a  statement  with  respect  to  those 
under  consideration,  and  those  that  have  been  discussed  and  sub- 
mitted for  the  record. 

I  am  not  prepared  at  this  moment  to  discuss  the  various  alterna- 
tive ways  of  encouraging  acceptance  of  assignments. 

Mr.  Cotter.  What  would  be  some  of  the  ways? 
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Mr.  Jacoby.  Obviously,  to  the  degree  that  the  physician  is  more 
comfortable  with  the  assignment  in  terms  of  the  level  of  reimburse- 
ment that  is  one  way  to  go.  I  believe  that  that  has  negative  aspects 
as  far  as  some  individuals  are  concerned.  I  don't  know  what  the 
opportunity  is  to  negotiate  with  medical  societies.  It  is  quite  likely 
that  that  would  have  some  limited  degree  of  success.  But  then  I  am 
sure  that  there  would  be  some  physicians  who  would  feel  that  they 
should  not  be  bound  by  such  discussions. 

Mr.  Cotter.  You  also  use  the  term,  "fair  compensation."  How 
would  you  define  it  ? 

Mr.  Jacoby.  I  suppose  it  would  amount  to  a  consideration  of  both 
sides  of  the  issue ;  and  there  apparently  are  two  sides  to  it.  And  then 
the  development  of  an  accommodation  which  is  at  the  same  time  ac- 
ceptable to  the  government  and  the  physicians,  if  such  a  thing  is 
possible. 

Mr.  Cotter.  Is  it  almost  impossible  to  negotiate  with  the  county 
or  State  medical  societ}^?  They  don't  really  have  control  over  the 
physicians,  do  they  ? 

Mr.  Jacoby.  I  don't  know  if  it  would  be  impossible.  It  would  have 
to  be  an  area  that  is  explored  in  terms  of  what  the  parameters  of 
those  discussions  are,  the  commitment  surrounding  their  conclusions. 

As  we  are  all  aware,  it  is  an  extremely  difficult  area  to  deal  with, 
because  basically,  the  physician  is  an  independent  businessman. 

Mr.  Cotter.  And  to  be  told  by  his  peers  that  he  must  charge  this, 
that,  or  the  other  fee,  it  seems  to  me,  is  almost  impossible. 

Mr.  Jacoby.  It  would  be  difficult. 

Mr.  Cotter.  But  you  think  it  is  possible  ? 

Mr.  Jacoby.  It  should  be  explored. 

Mr.  Cotter.  Thank  you. 

Mr.  Rostenkowski.  In  closing,  I  would  like  to  get  an  observation 
from  both  of  you  gentlemen  as  to  your  recent  experience  with 
HCFA.  Has  there  been  a  change?  Has  the  change  been  better?  Just 
a  general  observation  would  be  appreciated. 

Mr.  White.  I  think  there  certainly  has  been  a  change.  I  have  been 
involved  in  the  medicare  program  since  the  very  beginning.  I  think 
that  any  time  you  go  through  a  reorganization,  and  especially  when 
that  reorganization  takes  so  long,  there  are  going  to  be  problems.  It 
is  my  understanding  that  after  more  than  1  year,  there  is  still  really 
not  an  organizational  understanding  by  everyone,  exactly  where  the 
different  responsibility  for  different  actions  lies. 

I  think  that,  again,  that  kind  of  question  needs  to  be  resolved  more 
quickly,  so  not  only  do  we  know  who  to  deal  with,  but  the  govern- 
ment people  do,  too. 

I  know  in  my  discussions  with  people  in  the  regional  offices,  there 
is  a  great  concern  and  uneasiness  because  they  are  not  sure  where 
they  stand,  either  as  individuals  or  how  the  organization  stands. 

But  as  I  said,  I  think  that  any  reorganization  causes  some  of 
these  problems.  One  of  the  problems  here  is  that  it  has  taken  so 
long  to  accomplish. 

Mr.  Jacoby.  Again,  I  would  echo  Mr.  Derzon's  comment  this 
morning.  We  have  noted  the  impact  of  the  organization  of  HCFA, 
and  we  are  aware,  and  have  had  discussions  with  HCFA  staff  on 
the  impact  of  the  reclassifications  of  the  positions. 
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In  our  experience,  our  daily  operating  experience,  we  can  see  some 
difficulties,  but  we  look  forward  to  a  time  when  that  situation 
stabilizes. 

Mr.  Chairman,  I  wonder  if  you  would  allow  me  to  comment  on 
the  alternative  methods  of  contracting  which  you  noted  earlier,  and 
which  Mr.  White  spoke  to. 

To  some  extent,  we  echo  Mr.  White's  comments.  Obviously,  we  and 
the  Health  Insurance  Association  compete  with  each  other  in  the 
marketplace.  So  competition  is  not  something  that  we  reject. 

However,  based  upon  our  knowledge  of  the  experimental  ap- 
proaches, which  are  now  under  consideration  for  wider  adoption, 
there  is  the  method  introduced  in  Maine,  and  again  in  Illinois.  We 
have  the  same  concerns,  and  that  is,  that  over  time,  probably  through 
two  or  three  competitive  courses,  that  we  would  begin  to  see  a  low- 
ering of  the  services,  and  the  quality  of  the  medicare  program  if 
this  particular  form  of  competitive  bidding  were  adopted  on  a 
periodic  basis. 

We  have,  as  you  may  know,  among  the  Blue  Cross  and  Blue 
Shield  plans,  substantial  participation  in  the  CHAMPUS  program, 
which  has  adopted  the  technique,  and  has  employed  it  for  something 
over  a  year. 

The  effects  which  I  am  describing  on  service  and  quality  of  pro- 
gram administration  I  believe  are  beginning  to  emerge  in  that  pro- 
gram. 

At  any  rate,  there  is  some  publicity  on  the  various  places  in  the 
country  which  reflect  dissatisfaction  among  the  medical  community 
and  among  the  beneficiaries. 

I  believe  the  danger  in  a  situation  like  this  is  that  we  would  be- 
come preoccupied  with  the  immediate  phenomenon  of  lower  prices. 
That  has  been  demonstrated  in  the  CHAMPUS  program,  and  it 
will  be  demonstrated  in  Illinois,  and  it  has  been  demonstrated  in 
Maine. 

To  the  degree  that  the  program  seeks  a  balance  between  the  lowest 
possible  costs  and  the  highest  possible  efficiency,  and  that  balance 
is  against  service  and  quality,  we  believe  that  there  should  be  a 
costing,  and  a  very  careful  testing  over  an  adequate  period  of  time 
of  this  alternative  technique. 

However,  we  recognize  the  need  in  today's  environment  to  look 
at  alternative  contract  techniques.  We  only  ask  that  it  be  done  care- 
fully, and  that  it  be  an  adequate  test. 

[The  following  was  subsequently  received  for  the  record:] 

Additional  Information  Supplied  by  the  Blue  Cross  and 
Blue  Shield  Associations 

These  comments  are  in  response  to  questions  raised  during  testimony  by  Mer- 
ritt  Jacoby,  Acting  Senior  Vice  President,  Blue  Cross  and  Blue  Shield  Associa- 
tions, before  the  Subcommittee  on  Health,  June  19,  1978.  Specifically,  Repre- 
sentative Rostenkowski  questioned  how  fees  recognized  by  Medicare  compared 
with  fees  recognized  by  private  insurance.  Representative  Cotter  asked  for 
specific  thoughts  or  suggestions  to  induce  increased  acceptance  of  assignment 
by  physicians.  The  following  is  in  response  to  these  requests. 

I.  Medicare  and  TJCR  fees  vary  throughout  the  country.  Medicare  fees  are 
specifically  constrained  by  various  governmental  administrative  rulings  and  1972 
legislation  which  established  an  economic  index  cap  on  reasonable  charge  up- 
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dates.  UCR  fees  are  constrained  by  many  Blue  Shield  Plans  utilizing  a  variety 
of  restriction  techniques.  A  sample  of  our  Plans  covering  9%  of  total  Blue 
Shield  enrollment  with  respect  to  fees  associated  with  five  surgical  procedures 
common  to  both  private  and  Medicare  business  reveals  sizable  disparities. 

Specifically,  our  sampling,  which  was  based  on  readily  available  data,  indi- 
cates that  Medicare  screens  are  below  UCR  levels  for  these  procedures.  As 
shown  in  the  attached  tables,  differentials  range  from  a  low  of  10.1  percent  for 
a  cholecystectomy  in  1975  to  a  high  of  45  percent  for  a  simple  mastectomy  in 
1976.  It  should  be  recognized  that  these  data  are  based  on  averages  and  may 
thus  vary  considerably  from  region  to  region.  However,  we  feel  our  sample  is 
unbiased  and*  in  the  absence  of  better  or  contrary  information,  consider  the 
data  representative. 

The  specific  question  of  disparities  will  be  addressed  more  fully  by  a  study 
now  in  progress  at  the  Associations  and  which  is  being  funded  by  HCFA.  This 
investigation  involves  assembly  of  data  for  fees  for  private  programs  and  Medi- 
care drawn  from  paid  history  files  of  several  Blue  Shield  Plans  which  are 
Medicare  Carriers.  The  scale  of  data  extraction  and  analysis  is  extremely  large 
and  results  are  not  yet  available.  We  expect  that  a  final  report  describing  these 
data  will  be  available  by  the  fourth  quarter  of  1978. 

II.  We  offer  the  following  thoughts  and  suggestions  on  inducing  increased  ac- 
ceptance of  assignment  by  physicians. 

There  is  no  question  but  that  the  continuing  slide  in  the  assignment  rate  is 
primarily  due  to  physician  dissatisfaction  with  Medicare  reimbursement  poli- 
cies. In  addition,  physicians  avoid  assignment  in  order  to  reduce  administrative 
burdens  and  to  curtail  or  eliminate  third  party  interference  in  physician-patient 
relationships.  Thus,  to  arrest  the  slide  and  increase  the  assignment  acceptance 
rate,  changes  are  needed  in  both  reimbursement  policies  and  administrative 
practices. 

The  chief  reason  for  dissatisfaction  with  reimbursement  policies  centers  on 
the  growing  spread  between  physicians'  current  charges  and  the  prevailing  fees 
paid  by  Medicare  as  evidenced  by  the  attached  tables.  The  combination  of  de- 
termining prevailing  charges  at  the  75th  percentile,  the  average  one  and  one- 
half  year  time  lag  in  profile  update,  and  the  application  of  the  annual  economic 
index  limitation  has  created  an  un acceptably  adverse  differential  between  what 
physicians  feel  they  must  charge  and  what  the  program  allows. 

A  further  irritant  is  introduced  by  the  inability  to  correlate  Medicare  pay- 
ments to  billed  charges  in  any  dialogue  between  physician  and  elderly  patient. 
The  formulas  upon  which  existing  payment  mechanisms  are  based  appear  to  be 
complex  and  confusing  for  ready  comprehension.  The  net  result  is  that  by 
physicians  increasingly  refusing  to  accept  assignment,  the  cost  burden  is  in- 
creasingly transferred  to  the  beneficiary.  As  recently  indicated  by  a  Deputy 
Assistant  Secretary  for  Health,  the  elderly  are  paying  more  out-of-pocket  for 
health  care  today  than  before  the  advent  of  Medicare. 

As  Medicare  carriers,  we  find  we  can  process  assigned  claims  more  rapidly, 
accurately,  and  at  less  cost  than  unassigned  claims.  We  thus  encourage  current 
initiatives  underway  by  HCFA  to  institute  more  rational  physician  reimburse- 
ment systems  for  Medicare  and  to  provide  incentives  for  physicians  to  accept 
assignment  and  to  participate  in  HCFA  programs. 

Any  method  of  reimbursement,  to  be  acceptable,  should  attain  government 
objectives  yet  provide  for  quality  care.  It  should  provide  not  only  for  cost  pre- 
dictability for  both  government  and  patient  but  for  adequate  levels  and  assur- 
ances of  payment  for  the  physician  or  supplier  of  services  as  well. 

We  feel,  however,  that  before  changing  the  existing  methodology  we  should 
ascertain  that  the  new  or  alternate  method  is,  in  fact,  an  improvement.  We  thus 
specifically  encourage  and  recommend  the  establishment  of  experimental  and 
demonstration  projects  to  help  develop  and  evaluate  alternate  methods  of 
reimbursement. 

To  the  extent  that  one  of  these  methods  might  employ  fee  schedules  based 
upon  negotiations  between  physicians  and  HEW  (as  referred  to  in  Mr.  Derzon's 
FY  1980-81  strategy  paper  dated  March  30,  1978),  clarification  and  removal  of 
any  anti-trust  barriers  to  physicians  or  groups  of  physicians  effectively  negotiat- 
ing with  HEW  should  be  sought. 

In  addition,  we  suggest  easing  of  administrative  constraints  on  claims  submis- 
sion along  with  specific  inducements  for  providers  to  accept  assignment.  Among 
those  which  might  be  considered  are  the  following : 
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1.  Physicians  agreeing  to  accept  assignment  on  all  Medicare  claims  be  provided 
;  some  form  of  relief  for  Federal  Income  Tax  purposes.  Specifically,  permit  physi- 
I  cians  to  exclude  a  pre-determined  percentage  of  income  received  from  Medicare 
I  (or  other  government  programs)  from  gross  income.  This  would  tend  to  com- 
I  pensate  physicians  for  the  added  inconvenience  and  double  billing  costs  associ- 

ated  with  assigned  claims  (Assigned  claims  are  first  billed  to  the  Carrier;  Co- 
il insurance  and  unmet  deductible  amounts  are  then  billed  to  the  beneficiary  based 
i!   upon  the  Carriers'  explanation  of  Medicare  benefits  form  EOMB.) 

2.  Physicians  or  groups  of  physicians  with  heavy  Medicare  workloads,  who 
jj   generate  large  amounts  of  paperwork,  should  be  encouraged  to  take  advantage 

of  technological  innovations  in  automated  claims  submission  techniques.  Spe- 
ll  cifically,  for  those  qualifying  providers  accepting  assignment  on  all  Medicare 
claims,  offer  some  form  of  cost  sharing  by  HEW  (through  Carriers)  on  installa- 
tion of  remote  computer  terminals  or  magnetic  tape  devices  for  "paperless" 
j   claims  processing.  A  "qualified"  provider  could  be  defined  and  established  based 
upon  receipts  of  government  payments  in  excess  of  a  suitable  dollar  figure  or 
'    submission  of  a  minimum  number  of  claims ;  the  amount  of  cost  sharing  could 
be  based  upon  the  potential  cost  savings  to  the  government.  Cash  flow  to  par- 
ticipants could  be  markedly  expedited  and  workloads  on  carriers  simplified. 
Successful  applications  of  automated  claims  submission  systems  are  currently 
in  operation  in  several  of  our  Plans. 

3.  Paperwork  simplification  can  be  achieved  through  the  use  of  multiple  or 
summary  billing  forms  rather  than  separate  claim  forms  for  each  patient.  To 
induce  assignment,  providers  who  accept  assignment  on  all  claims  could  be  af- 
forded the  privilege  of  submitting  a  multiple  listing  of  patients  on  a  single  sum- 
mary claims  form  containing  itemized  services  and  charges  for  each  patient. 
The  requirement  for  the  beneficiary  to  sign  the  claim  form  certifying  that  the 
services  were  actually  rendered  could  be  waived.  Suitable  sampling  techniques 
could  be  developed  to  assure  that  the  privilege  is  not  abused. 

4.  Physicians  accepting  assignment  on  all  claims  could  have  their  reasonable 
charges  based  upon  a  higher  percentile  adjusted  to  reflect  the  added  cost  for 
processing  assigned  claims. 

5.  Waive  the  deductible  for  the  patient  who  patronizes  a  physician  who  ac- 
cepts assignment  on  all  Medicare  patients.  Educate  beneficiaries  to  seek  such 
services.  This  would  simplify  physician  double  billing  and  substantially  reduce 
Carrier  and  Medicare  administrative  costs  associated  with  the  querying  of 
centralized  beneficiary  files  for  deductible  status. 

PERCENTAGE  AMOUNT  THAT  UCR  SCREENS  EXCEED  MEDICARE  SCREENS  (MAX  ALLOWABLE)  FOR  SELECTED 

PROCEDURES  FOR  1975-78 


Procedure  1975         1976         1977  1978 


Total  hip  replacement      13.2  16.8  22.9  U8.4 

Cholecystectomy       10.1  16.3  12.9  1 14. 1 

Hysterectomy      13.4  23.7  21.2  U7.4 

Simple  mastectomy       35.2  45.0  27.7  »27.4 

Tonsillectomy— over  12  yr   „     30.9  i  37. 7  *  37. 0  NA 


i  Indicates  2  plan  average. 

UCR  AND  MEDICARE  ALLOWANCES  BY  PLAN  FOR  1975 


Total  hip  Tonsil- 
replace-       lectomy     Cholecys-        Hyster-  Simple 


Plan  ment    over  12  yr       tectomy        ectomy  mastectomy 


Alabama: 

UCR.    $1,860  $272  $625  $625  $470 

Medicare     1,500  150  550  480  206 

Indiana: 

UCR..-.      1,250  175  500  500  325 

Medicare    1,000  150  400  450  150 

Illinois: 

UCR       1,500  200  600  700  450 

Medicare      1,500  150  600  650  450 
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UCR  AND  MEDICARE  ALLOWANCES  BY  PLAN  FOR  1976 


Total        Tonsil-  Simple 
hip  re-        lectomy     Cholecys-       Hyster-  mastec- 
Plan  placement     over  12  yr      tectomy       ectomy  tomy 


Aldbd  rri3  * 

UCR'.._   $2,140  $320  $720  $720  $545 

Medicare   1,500  175  600  480  223 

Indiana: 

UCR.   1,500  200  550  600  450 

Medicare   1,400  150  450  450  150 

Illinois: 

UCR....   1,650  225  700  750  500 

Medicare   1,500  NA  600  650  450 


UCR  AND  MEDICARE  ALLOWANCE  BY  PLAN  FOR  1977 


Total  hip  Tonsil- 
replace-       lectomy     Cholecys-        Hyster-  Simple 
Plan  ment    over  12  yr       tectomy        ectomy  mastectomy 


Alabama: 

UCR     $2,140  $320  $720  $720  $545 

Medicare     1,500  175  700  500  350 

Indiana: 

UCR    1,700  210  551  615  450 

Medicare   1,500  159  464  500  280 

Illinois: 

UCR   2,000  275  800  850  500 

Medicare   1,500     638  720  450 


UCR  AND  MEDICARE  ALLOWANCES  BY  PLAN  FOR  1978 


Total  hip  Tonsil- 
replace-       lectomy     Cholecys-        Hyster-  Simple 
Plan  ment    over  12  yr       tectomy        ectomy  mastectomy 


Alabama:  i 

UCR  _  _    

Medicare  _        __. 

Indiana: 

UCR    $1,700  $225  $600  $650  $450 

Medicare   1,620  169  525  563  298 

Illinois: 

UCR..  _   2,500  300  800  1,000  650 

Medicare  _    1,809   678  800  50O 


*  Data  not  yet  available. 

Mr.  Rostenkowski.  If  there  are  no  further  questions,  thank  you 
gentlemen. 

Mr.  Davidson,  thank  you  very  much  for  your  long  journey.  I  am 
sure  the  committee  is  waiting  for  what  you  have  to  say. 

I  understand  you  have  traveled  all  the  way  from  Paris  to  be  here 
this  morning. 

Thank  you  very  much. 

STATEMENT  OF  AL  DAVIDSON,  CHAIRMAN,  BIPARTISAN 
COMMITTEE  FOR  AMERICANS  ABROAD 

Mr.  Davidson.  Mr.  Chairman,  and  members  of  the  committee  :  I 
am  appearing  today  on  behalf  of  the  Bipartisan  Committee  for 
Medicare  Overseas  based  in  Paris  of  which  I  am  cochairman,  with 
my  Republican  colleague  Harvey  S.  Gerry,  and  the  Association  of 
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Americans  Resident  Overseas  (AARO)  of  which  I  am  a  director. 
We  urge  early  enactment  of  H.R.  5264,  and  a  number  of  identical 
companion  bills  including  H.R.  10464  sponsored  by  you,  Mr.  Chair- 
man, Mr.  Duncan,  and  others  providing  for  the  extension  of  medi- 
care services  overseas.  This  is  therefore  truly  nonpolitical  or  bi- 
partisan legislation.  Let  me  express  my  deep  appreciation  to  you. 

The  bipartisan  committee  was  founded  in  1973  by  the  Democratic 
and  Republican  committees  in  Europe  and  we  have  as  our  honorary 
chairmen  John  C.  White,  chairman  of  the  Democratic  National 
Committee,  and  Senator  William  E.  Brock,  now  chairman  of  the 
Republican  National  Committee.  In  addition,  the  committee  has  as 
special  advisors  former  Secretary  of  HEW,  Wilbur  J.  Cohen  and 
Dr.  Arthur  S.  Flemmmg,  both  of  whom  are  filing  supplementary 
separate  statements  in  support  of  this  legislation 

All  of  the  leading  American  organizations  abroad  strongly  sup- 
port the  bipartisan  committee  in  its  efforts  to  change  the  medicare 
law  to  provide  health  services  outside  as  well  as  inside  the  United 
States.  They  include  not  only  the  Association  of  American  Residents 
Overseas,  but  the  American  Legion,  the  American  Chambers  of 
Commerce,  the  Federation  of  American  Womens  Clubs  Overseas,  and 
many  others.  I  have  attached  to  my  statement  a  list  of  a  number  of 
these  organizations. 

Here  in  the  United  States,  we  understand  both  the  AFL-CIO  and 
the  U.S.  Chamber  of  Commerce  as  well  as  the  American  Association 
of  Retired  Persons  support  this  legislation. 

The  medicare  law  provides  that  anyone  eligible  for  its  benefits 
may  receive  them  within  the  United  States  or  its  territories,  but  not 
elsewhere — with  minor  exceptions.  The  effect  of  this  exclusion  is  in 
practice  to  deny  health  care  benefits  to  otherwise  entitled  Americans 
living  abroad,  or  traveling  abroad,  who  may  be  too  ill  to  return  for 
treatment  of  a  serious  case,  or  in  a  less  severe  case,  where  the  cost 
of  travel  might  not  justify  the  trip. 

Since  eligible  Americans  living  abroad  have  paid  into  the  social 
security  fund,  which  is  the  primary  source  of  medicare  financing, 
they  lack  not  only  the  prepaid  health  protection  they  need  but  have 
helped  finance  programs  from  which  they  cannot  benefit — a  very 
unfair  situation. 

As  those  living  abroad  who  have  recently  incurred  health  care 
costs  in  the  United  States  will  know,  U.S.  costs  are  higher  than  in  al- 
most any  other  country.  Accordingly  the  services  provided  under 
medicare  abroad  will  be  less  costly  than  if  those  eligible  were  taken 
care  of  at  home  as  they  are  entitled  to  be. 

In  the  United  States,  the  medicare  program  is  vast  with  more  than 
25  million  people  eligible  for  benefits.  But  abroad,  authorities  esti- 
mate that  about  189,000  persons  would  be  eligible.  Close  to  one-third 
of  these  live  in  neighboring  Canada  and  Mexico,  and  already  have 
relatively  easy  access  to  U.S.  medical  facilities.  In  Europe,  perhaps 
3,000  would  be  found  eligible  in  France,  10,000  in  the  United  King- 
dom, 12,000  in  West  Germany,  and  30,000  in  Italy. 

The  Department  of  State  has  for  many  years  successfully  provided 
care  for  its  employees  as  well  as  the  Veterans  Administration  for 
veterans  in  private  medical  facilities  abroad;  while  maintaining  ade- 
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quate  cost  and  quality  controls.  We  understand  the  State  Department 
would  welcome  an  extension  of  the  availability  of  medicare  benefits 
abroad,  to  take  care  of  elderly  dependents  of  its  employees  who  may 
not  receive  benefits  under  its  present  program. 
;  Blue  Cross  is  another  example  of  an  organization  which  has  effec- 
tively provided  health  insurance  abroad. 

Some  years  ago,  an  earlier  Paris-based  committee  attempted  to 
have  medicare  benefits  extended  overseas  but  it  found  HEW  fearful 
that  costs  and  difficulties  of  administration  would  prove  too  great 
and  that  health  facilities  and  services  might  not  measure  up  to  ac- 
ceptable American  standards.  But  times  and  conditions  are  chang- 
ing, and  Mr.  Wilbur  J.  Cohen  who  was  Under  Secretary  and  later 
Secretary  of  HEW  when  the  original  medicare  law  was  passed  and 
implemented,  now  believes  health  care  should  be  provided  overseas, 
as  do  others  now  more  familiar  with  the  question.  So  does  Dr.  Flem- 
ming  who  previously  served  as  Secretary  of  HEW. 

The  bipartisan  committee  believes  H.E.  5264  will  meet  the  prob- 
lems which  had  given  rise  to  earlier  HEW  opposition.  Under  the 
bill  the  long-range  plan  would  be  to  conclude  bilateral  reciprocal 
agreements  with  other  countries  which  would  provide  a  flexible 
means  of  meeting  the  widely  varying  conditions  abroad.  As  you 
know,  Congress  has  already  authorized  the  conclusion  of  reciprocal 
agreements  in  the  social  security  pension  field.  Such  agreements  al- 
ready exist  among  many  countries  including  a  multilateral  agree- 
ment among  the  nine  members  of  the  European  Common  Market 
which  also  permits  workers  and  tourists  from  any  member  country 
to  obtain  social  security  medical  benefits  in  any  other  member  coun- 
try. Elderly  citizens  of  foreign  countries  resident  in  the  U.S.  would 
be  protected  under  this  proposed  reciprocal  legislation. 

HEW  could  have  confidence  that  countries  with  well  developed 
health  services  could  perform  the  important  function  of  certifying 
that  hospitals  and  medical  personnel  paid  by  medicare  are  properly 
qualified.  American  hospitals  abroad  which  have  been  accredited  by 
the  American  Hospital  Association  would  also  be  qualified.  They  in- 
clude the  American  hospital  in  Paris. 

.Since  the  negotiation  of  international  agreements  customarily  pro- 
ceeds over  a  considerable  period,  and  in  some  cases  conditions  may 
not  be  appropriate  for  them,  the  bill  proposes  that  pending  the  con- 
clusion of  such  agreements,  HEW  would  be  authorized  to  extend 
medicare  hospital  benefits  abroad  unilaterally,  as  an  interim  measure. 
In  such  cases,  practical  experience  within  a  country  would  help  in 
negotiating  a  better  bilateral  agreement. 

The  bipartisan  committee  believes  that  the  interim  arrangements 
of  the  proposed  law  should  be  broadened  in  one  respect  to  provide 
overseas  the  outpatient  services  available  under  part  B  of  the  medi- 
care law.  Blue  Cross  is  already  administering  private  insurance 
claims  abroad  but  coverage  is  not  generally  available  to  those  over  65. 

In  any  case,  those  wishing  these  medicare  services  must  pay  a 
special  premium  which  covers  part  of  the  expense.  Even  with  this 
penalty,  over  30,000  people  abroad  are  paying  this  extra  premium 
with  little  prospect  at  the  moment  of  benefiting  from  it.  Indeed,  if 
the  premium  is  not  paid  from  the  outset,  even  by  people  aboard, 
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HEW  requires  them  to  pay  a  higher  premium  when  the}7  later  de- 
cide to  subscribe.  Otherwise,  they  face  not  only  an  extra  cost  of  10 
percent  for  each  year  they  have  not  subscribed,  but  an  administra- 
tive delay  of  up  to  15  months  before  they  could  receive  benefits  even 
if  they  returned  to  the  United  States. 

The  committee  sees  no  basis  for  denying  under  any  circumstances 
these  supplementary  services  to  Americans  overseas  and  discriminat- 
ing against  them  as  compared  with  those  at  home.  Failure  to  make 
available  part  B  services  under  the  interim  arrangements  would 
stimulate  undesirable  pressures  to  hospitalize  patients  who  do  not 
require  inpatient  services. 

Of  course,  cost  is  always  a  factor  in  providing  new  services  but, 
I  repeat,  the  present  situation  is  especially  unfair  in  denying  them 
to  people  who  have  already  contributed  to  the  social  security  fund. 
The  costs  for  less  than  200,000  eligible  people  abroad  are  relatively 
small,  and  they  need  not  be  immediately  budgeted.  It  will  take  time 
to  extend  the  system  under  country-by-country  arrangements  and 
the  full  range  of  authorized  services  may  not  be  initially  included. 

HEW  will  be  in  a  position  to  phase  in  the  introduction  of  the 
program  so  as  to  take  account  of  not  only  cost  but  administrative 
considerations.  The  earliest  agreements  should  be  made  where  the 
need  is  most  evident,  and  where  conditions  are  most  conducive  to 
workable  agreements.  I  understand  three  or  four  countries  have  al- 
ready expressed  interest  in  entering  into  such  agreements. 

Turning  to  the  bill  itself,  special  reference  might  be  made  to  those 
subsections  of  the  proposed  new  section  1880  which  are  in  the  na- 
ture of  safeguarding  assurances,  that  the  program  will  operate 
within  the  parameters  of  the  medicare  program  at  home.  Thus,  only 
persons  eligible  in  the  United  States  would  be  eligible  abroad ;  bene- 
fits abroad  would  be  no  greater  than  at  home.  Reciprocal  arrange- 
ments in  the  United  States  would  be  provided  only  to  the  classes  of 
foreign  citizens  meeting  the  age  or  disability  criteria  of  medicare. 

The  last  section  of  the  bill  should  also  be  especially  noted.  This 
provision  makes  it  clear  that  medicare  will  not  bear  health  costs 
abroad  which  are  presently  borne  by  programs  of  a  foreign  country. 

The  bipartisan  committee  and  AARO  urge  the  early  passage  of 
this  bill  with  the  change  suggested.  It  is  administratively  practical ; 
it  will  cost  no  more  than  if  these  services  were  provided  at  home; 
and  in  simple  justice  Americans  abroad  are  entitled,  since  they  con- 
tribute through  their  taxes  to  the  program,  to  receive  the  health  care 
so  vital  to  older  citizens. 

If  I  might,  I  would  just  like  to  comment  on  the  statement  included 
in  Mr.  Jacoby's  submission,  in  which  Blue  Cross  appeared  to  oppose 
the  extension  of  medicare  overseas. 

It  seems  to  me  that  they  misconceive  the  nature  of  these  reciprocal 
agreements,  because  there  is  no  thought  that  the  United  States  would 
bear  any  costs  of  providing  services  to  foreign  citizens,  nor  do  we 
expect  foreign  governments  to  bear  the  costs  of  providing  services 
to  American  citizens. 

The  idea  is  that  each  would  provide  for  its  own,  and  simply  use 
the  administrative  machinery,  which  is  available  in  each  country. 
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In  addition  it  is  puzzling  for  me  to  receive  this  comment  from  the 
Blue  Cross,  because,  as  I  mentioned  already — the  Blue  Cross  op- 
erates abroad  at  the  present  time. 

One  of  the  problems,  and  indeed,  one  of  the  reasons  that  we 
especially  feel  that  this  legislation  should  be  passed  is  that  Blue 
Cross  is  not  prepared — nor  are  most  other  carriers — to  write  com- 
prehensive health  insurance,  for  people  of  65  and  over. 

Thank  you  for  the  opportunity  to  testify  on  this  matter,  Mr. 
Chairman,  and  for  the  support  and  encouragement  we  have  received 
from  you  and  from  Mr.  Duncan.  Let  me  express  my  trust  that  the 
Congress  of  the  United  States  will  rapidly  clear  the  way  for  an  end 
to  this  discrimination  against  American  citizens  abroad  by  the  en- 
actment of  this  legislation.  If  possible,  Mr.  Chairman,  I  would  ap- 
preciate if  the  record  of  this  hearing  could  be  kept  open  for  a  short 
while  to  permit  many  organizations  who  have  only  recently  learned 
that  this  measure  would  be  discussed  to  submit  letters  expressing 
their  support. 

[An  attachment  to  the  statement  follows :] 

Supporters  of  Medicare  for  Americans  Abroad 

American  Club  of  Dusseldorf ,  Dusseldorf ,  Germany. 

American  Club  of  the  Costa  del  Sol,  Malaga,  Spain. 

American  Club  of  Hamburg,  Hamburg,  Germany. 

American  Club  of  Lisbon,  Lisbon,  Portugal. 

American  Club  of  Zurich,  Zurich,  Germany. 

American  Chamber  of  Commerce  in  France,  Paris,  France. 

American  Chamber  of  Commerce  in  Italy,  Milan,  Italy. 

American  Chamber  of  Commerce  of  Mexico,  Mexico  City,  Mexico. 

American  Chamber  of  Commerce  in  Morocco,  Morocco. 

American  Chamber  of  Commerce  in  Thailand,  Bangkok,  Thailand. 

American  Aid  Society  of  Paris,  Paris,  France. 

American  Cathedral  Men's  Club,  Paris,  France. 

American  Center  for  Students  and  Artists,  Paris,  France. 

American  College  in  Paris,  Paris,  France. 

American  Hospital  of  Paris,  Neuilly-sur-Seine,  France. 

American  Legion,  Department  of  France,  Paris,  France. 

American  School  of  Paris,  Paris,  France. 

American  Society  of  Barcelona,  Barcelona,  Spain. 

American  Society  of  the  River  Plate,  Buenos  Aires,  Argentina. 

American  Legion  Auxiliary,  Paris,  France. 

American  Women's  Group  in  Paris,  Paris,  France. 

Association  of  American  Chambers  of  Commerce  in  Latin  America,  Washing- 
ton, D.C. 

Association  of  Americans  Resident  Overseas,  Paris,  France. 
Association  of  American  Wives  of  Europeans,  Paris,  France. 
Atlantic  Institute  for  International  Affairs,  Paris,  France. 
British- American  Club  of  Majorca,  Palma  de  Mallorca,  Baleares,  Spain. 
Chamber  of  Commerce  of  the  United  States  in  the  Argentine  Republic, 
Buenos  Aires. 

Colombian- American  Chamber  of  Commerce,  Bogota,  Columbia. 
Council  on  International  Educational  Exchange,  Paris,  France. 
Fondation  des  Etats-Unis,  Paris,  France. 
Institute  for  International  Research,  London,  England. 
Junior  Guild  of  the  American  Pro-Cathedral,  Paris,  France. 
Maltese  American  Association,  Valletta,  Malta. 

Veterans  of  Foreign  Wars  of  the  United  States,  Benjamin  Franklin  Post  605, 
Paris. 

Mr.  Brodhead.  How  long  could  we  leave  the  record  open  for  addi- 
tional statements  of  these  groups  ? 
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The  staff  informs  me  (that  we  can  leave  the  record  open  through 
July  5,  Without  objection,  it  will  be  done,  Mr.  Davidson. 

If  you  inform  the  groups  that  are  interested,  we  will  leave  the  re- 
cord open  through  July  5  for  additional  submissions. 

Mr.  Davidson.  We  appreciate  that  very  much. 

Mr.  Brodhead.  Does  that  complete  your  testimony,  sir  ? 

Mr.  'Davidson.  That  completes  my  testimony,  but  I  would  be  glad 
to  answer  any  questions  if  you  have  them. 

Mr.  Duncan.  I  want  to  thank  you  for  the  effort  that  you  put  forth 
today.  You  have  broached  a  real  tough  problem.  Can  you  tell  me 
what  countries  might  provide  health  insurance  or  health  care  for 
those  citizens  outside  their  own  country  ?  You  mentioned  the  interna- 
tional agreements. 

Mr.  Davidson.  Yes.  I  believe  that  all  of  the  nine  Common  Market 
countries  provide  health  insurance  to  each  other's  nationals  when  they 
are  traveling  or  living  in  one  country  or  another. 

Mr.  Duncan.  But  just  within  those  nine  countries? 

Mr.  Davidson.  There  are  other  countries,  but  those  are  the  nine  that 
I  happen  to  know  the  most  about. 

Mr.  Duncan.  Are  you  f  amiliar  with  the  Canadian  program  ? 

Mr.  Davidson.  No  ;  I  am  not. 

Mr.  Duncan.  That  is  all. 

I  do  want  to  thank  you  for  a  fine  statement. 

[The  following  was  subsequently  received :] 

June  28,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  Committee  on  Ways  and  Means, 
House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman  :  Mr.  Al  Davidson,  co-chairman  of  the  Bipartisan  Com- 
mittee for  Medicare  Overseas,  has  asked  me  to  send  you  some  additional  in- 
formation to  supplement  his  testimony  before  your  subcommittee  on  June  19, 
1978,  in  support  of  H.R.  5246,  the  International  Social  Security  Health  Insur- 
ance Agreements  Act. 

On  page  156-A  of  the  transcript  of  Mr.  Davidson's  testimony,  Mr.  Duncan 
asked  which  other  countries  might  provide  health  insurance  or  health  care  for 
their  citizens  outside  their  own  country,  including  under  international  agree- 
ments. He  also  asked  about  the  Canadian  program.  Mr.  Davidson  responded 
that  the  nine  Common  Market  countries  have  an  agreement  and  that  others 
do  as  well. 

We  understand  from  the  Social  Security  Administration  that  in  addition 
to  the  9  Common  Market  countries  there  are  at  least  31  other  countries  that 
are  parties  to  various  bilateral  and  multilateral  agreements  which  specifically 
provide  medical  care  or  insurance  under  social  security  for  their  citizens 
abroad.  This  include  most  of  the  countries  of  Western  Europe,  a  number  of 
countries  in  Central  America,  most  of  the  countries  in  Eastern  Europe,  and 
several  in  Africa.  This  also  includes  a  number  of  less  developed  countries  that 
do  not  themselves  have  national  health  services  or  insurance  available  at  home 
but  whose  citizens  are  assured  by  agreement  of  health  care  under  the  social 
security  systems  in  the  countries  to  which  they  migrate  to  work.  There  are 
undoubtedly  other  countries  whose  agreements  provide  for  admission  to  the 
local  social  security  health  care  or  insurance  systems  of  their  agreement 
partners  through  interpretation  of  equality  of  treatment  provisions  contained 
in  those  agreements. 

Canada  as  far  as  we  know  has  only  one  international  health  agreement, 
with  the  United  Kingdom.  We  understand  however,  that  all  of  the  provincial 
programs  in  Canada  do  provide  some  reimbursement  for  care  obtained  in  the 
United  States  by  Canadian  residents.  Aliens  who  become  residents  of  Canada 
are  admitted  to  the  provincial  programs  as  soon  as  they  arrive  in  most 
provinces,  though  3  months'  residence  is  required  in  several  provinces.  Ten 
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years  ago,  when  the  matter  was  raised  with  Canadian  officials,  there  was  con- 
siderable interest  in  a  bilateral  agreement  with  the  United  States. 

It  is  difficult  to  generalize  about  the  nature  of  the  arrangements  that  exist 
among  the  vast  number  of  countries  that  have  international  social  security 
agreements  on  health  care.  However,  it  is  generally  true  within  the  Common 
Market  and  frequently  true  among  other  developed  countries  that  the  cost  of 
health  care  provided  to  persons  abroad  is  paid  by  the  country  of  permanent 
residence,  whose  law  governs  the  limits  of  the  reimbursable  care  to  be  pro- 
vided. The  host  country  generally  provides  administrative  assistance  as  well 
as  access  to  care  facilities. 

I  trust  that  this  information  will  be  of  use  to  your  subcommittee  in  its  con- 
sideration of  H.R.  5264. 
Sincerely  yours, 

Edwin  Martin. 

Enclosure. 


List  of  Countries  Known  To  Have  International  Agreements  that  Deal 
Specifically  With  Health  Care  Benefits 


Albania 

Algeria 

Australia 

Austria 

Belgium 

Bulgaria 

Canada 

Colombia 

Costa  Rica 

Czechoslovakia 

Denmark 

El  Salvador 

France 

Finland 


Federal  Republic  of 

Germany 
German  Democratic 

Republic 
Greece 
Guatemala 
Hungary 
Honduras 
Italy 

Luxembourg 

Morocco 

Mali 

Norway 

Netherlands 


Nicaragua 

Poland 

Portugal 

Rumania 

Sweden 

Senegal 

Singapore 

Spain 

Switzerland 

Turkey 

Tunesia 

United  Kingdom 

USSR 

Yugoslavia 


Mr.  Brodhead.  I  have  just  one  question  for  you,  Mr.  Davidson. 
That  is,  do  you  foresee  any  possible  administrative  difficulties  if 
medicare  is  extended  to  Americans  residing  abroad  ? 

For  example,  how  would  HEW  be  able  to  effectively  monitor  the 
quality  of  care  % 

Mr.  Davidson.  First  of  all,  I  think  we  have  to  take  it  .  out  of  the 
realm  of  the  magnitude  in  which  medicare  operates  in  the  United 
States,  where  we  are  talking  about  25  million  people. 

As  I  mentioned  in  my  statement,  there  are  approximately  3,000 
persons  in  France  who  would  be  eligible. 

As  I  also  pointed  out,  two  other  agencies  of  the  United  States  are 
now  operating  limited  medical  programs,  one  of  them  the  State  De- 
partment operates  overseas  in  all  countries  for  its  own  employees. 

The  Veterans'  Administration,  as  I  mentioned,  does  the  same  thing 
abroad  in  areas  where  there  is  no  U.S.  military  installation.  I  checked 
with  the  U.S.  Embassy  in  Paris  through  which  the  Veterans'  Admin- 
istration has  administered  its  program — which  has  been  built  up  over 
a  period  of  years.  I  assume  that  a  lot  of  information  has  also  been 
built  up  in  other  countries  over  a  period  of  years  through  the  admin- 
istration of  these  two  other  programs,  which  will  provide  information 
as  to  the  quality  of  care  and  service  that  can  be  rendered. 

But  indeed,  the  reciprocal  agreements  themselves  seem  to  me  to 
provide  the  very  safeguards  which  are  needed.  In  some  countries, 
conditions  may  be  difficult,  and  no  agreement  may  be  possible.  In 
other  countries,  where  there  are  well  established  health  systems  the 


137 


opportunity  may  exist  to  operate  by  agreement  with  the  aid  of  those 
systems. 

This  system  of  country-by-country  arrangements  offers  the  oppor- 
tunity to  gain  experience  gradually  both  as  to  administration  and  as 
to  cost,  and  at  the  same  time  to  provide  special  measures  of  quality 
control  and  other  controls  which  may  be  found  to  be  necessary. 

It  seems  to  me  that  it  is  a  very  flexible  system  from  the  point  of 
view  of  administration,  and  from  the  point  of  view  of  costs.  Nobody 
can  anticipate  how  quickly  such  agreements  would  be  negotiated.  But 
if,  for  example,  in  the  first  year  agreements  would  be  concluded  with 
the  United  Kingdom,  Germany,  and  France,  the  number  of  persons 
and  the  cost  would  be  very  limited.  Further  agreements  might  be 
concluded  as  soon  as  any  administrative  questions  are  resolved  and 
additional  funds  become  available  until  as  many  people  as  possible 
are  properly  covered. 

Mr.  Brodhead.  Thank  you,  Mr.  Davidson.  Your  testimony  has  been 
very  helpful  to  the  committee.  I'm  sure  we  will  be  giving  that  issue 
very  careful  consideration  in  the  very  near  future. 

Mr.  Davidson.  Thank  you. 

Mr.  Brodhead.  Thank  you,  sir. 

Our  next  witnesses  are  a  panel :  Dr.  Peyton  E.  Weary  of  the  Amer- 
ican Academy  of  Dermatology;  Dr.  Joseph  Ordile,  president  of  the 
American  Podiatry  Association;  Mr.  Seymour  Lefton,  president  of 
the  Prescription  Footwear  Association ;  and  Dr.  Morton  Hack,  of  the 
Board  of  Certification  in  Pedorthics. 

Welcome.  We  are  glad  to  have  you  with  us  today. 

Our  first  witness  will  be  Dr.  Weary. 

STATEMENT  OF  PEYTON  E.  WEARY,  M.D.,  CHAIRMAN,  COUNCIL, 
ON  GOVERNMENTAL  LIAISON,  AMERICAN  ACADEMY  OE 
DERMATOLOGY 

Dr.  Weary.  Mr.  Chairman,  I  am  Peyton  E.  Weary,  M.D.,  professor 
and  chairman  of  the  Department  of  Dermatology  at  the  University 
of  Virginia  School  of  Medicine,  and  chairman  of  the  Council  on  Gov- 
ernmental Liaison  of  the  American  Academy  of  Dermatology. 

I  am  presenting  this  testimony  on  behalf  of  the  American  Academy 
of  Dermatology,  whose  membership  of  5,070  represents  over  90  per- 
cent of  the  dermatologists  in  practice  in  the  United  States. 
.  The  issue  I  wish  to  bring  to  your  attention  is  the  present  exclusion 
in  the  medicare  law,  title  XVIII  of  the  Social  Security  Act,  Public 
Law  89-97,  section  1862(a)  (13)  (c)  for  reimbursement  for  routine 
foot  care,  including  the  cutting  or  removal  of  corns,  warts,  or  calluses,, 
trimming  of  nails  and  other  routine  hygienic  care. 

I  wish  to  address  only  the  matter  of  exclusion  of  warts  on  the  feet 
from  coverage. 

Warts  on  the  feet  are  not  an  uncommon  problem  in  our  society,, 
although  the  incidence  is  substantially  less  in  older  individuals  than 
in  younger  ones.  When  warts  occur  on  the  soles  they  are  termed 
"plantar  warts,"  not  because  they  differ  in  any  substantial  way  from 
warts  elsewhere  on  the  body,  but  because  the  sole  is  called  the 
plantar  surface  of  the  foot.  All  warts  are  caused  by  an  infective 
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virus  which  we  believe  is  transmitted  both  from  one  individual  to 
another  and  also  possibly  from  the  environment  as  well.  If  warts  on 
the  sole  of  the  foot  can  be  said  to  differ  at  all  from  warts  elsewhere 
on  the  body,  it  is  only  by  virtue  of  the  fact  that  they  are  often 
painful  because  they  are  on  a  weight-bearing  surface  whereas  warts 
elsewhere  are  less  apt  to  be  painful.  These  photographs  while  not 
representative  of  the  usual  case,  demonstrate  clearly  that  in  some 
instances  plantar  warts  may  be  a  very  disabling  condition  if  exten- 
sive or  in  areas  such  as  on  the  heel,  where  they  are  subject  to  constant 
trauma. 

We  feel  it  is  inconsistent  to  deny  coverage  for  treatment  of  warts 
on  the  foot  while  treatment  of  warts  elsewhere  is  a  covered  benefit. 
We  are  unaware  of  any  private  insurance  plan  which  so  discrimi- 
nates against  removal  of  warts  on  the  foot,  nor  does  the  Federal 
employees  group  plan  deny  coverage  for  such  treatment.  Further- 
more, we  are  of  the  belief  that  no  other  infectious  disease  is  excluded 
from  coverage,  and  it  would  seem  particularly  inappropriate  to  pro- 
vide or  deny  coverage  for  a  single  disease  process  based  upon  some 
arbitrary  location  on  that  body. 

There  is  one  additional  concern  about  warts  on  the  feet  to  which 
we  would  direct  your  attention.  Occasionally  skin  cancers  on  the 
soles  may  mimic  plantar  warts,  as  in  the  photograph  of  a  cancer  of 
the  foot  which  I  demonstrate  here.  Under  such  circumstances  biopsy 
or  removal  may  be  the  only  method  whereby  the  physician  may  cor- 
rectly identify  the  nature  of  the  lesion.  This  is,  of  course,  far  more 
likely  to  occur  in  the  medicare  age  group  as  are  all  other  cancers. 
Any  economic  factor  which  would  serve  as  a  deterrent  to  the  patient 
to  have  proper  attention  given  to  the  problem  would  only  serve  to 
delay  appropriate  treatment. 

Mr.  Chairman,  for  the  reasons  stated  above  we  believe  the  word 
"warts"  should  be  deleted  from  section  1862(a)  (13)  (c)  of  Public 
Law  89-97. 

Thank  you  for  the  opportunity  to  express  our  concerns. 
Mr.  Brodhead.  Thank  you,  Dr.  Weary. 
Dr.  Ordile. 

STATEMENT  OF  JOSEPH  R.  ORDILE,  D.P.M.,  PRESIDENT,  AMERICAN 
PODIATRY  ASSOCIATION 

Dr.  Ordile.  I  am  Dr.  Joseph  R.  Ordile,  president  of  the  American 
Podiatry  Association,  residing  and  practicing  in  Fort  Worth,  Tex. 
I  am  pleased  to  be  here  today  representing  the  association. 

I  will  deviate,  due  to  the  constraints  of  time,  from  the  statement. 
I  would  respectfully  request  that  the  entire  statement  be  accepted 
for  the  record. 

Mr.  Brodhead.  Without  objection,  so  ordered. 

Dr.  Ordile.  On  behalf  of  the  Nation's  doctors  of  podiatric  medi- 
cine, who  have  been  physician  participants  in  medicare  since  1968, 
I  am  indeed  pleased  to  be  here  today  to  present  our  views  on  ways 
and  means  to  responsibly  improve  the  administration  and  delivery 
of  podiatric  services  under  title  XVIII.  Mindful  of  the  purpose  of 
these  hearings,  I  shall  restrict  my  comments  to  areas  which  both  de- 


139 


serve  remedial  attention  by  the  Congress  and  which  call  for  little  or 
no  additional  program  costs  to  either  implement  or  administer. 

Specifically,  I  refer  to  H.K.  4179,  which  proposes  two  essential 
changes  to  title  XVIII. 

There  are :  The  removal  of  "warts"  from  medicare's  excluded  bene- 
fit list;  and  the  elimination  of  extraneous  language  from  medicare's 
"physician"  definition  as  it  relates  to  podiatrists'  services. 

We  wholeheartedly  support  the  remarks  made  by  Dr.  "Weary,  as 
far  as  warts  on  the  foot  are  concerned. 

It  is  our  further  recommendation,  Mr.  Chairman,  that  additional 
program  improvements  affecting  podiatrists'  medicare  participation 
are  both  needed  and  justified.  By  virtue  of  existing  law,  podiatrists 
are  "physicians"  within  the  scope  of  their  licenses  as  defined  by 
State  law  for  purposes  of  title  XVIII.  This  is  true  except  for  the 
following:  Podiatrists  are  not  physicians  for  the  purpose  of  certi- 
fying or  recertifying  the  medical  necessity  for  one's  hospitalization, 
skilled  nursing  home,  or  home  health  care.  Neither  are  podiatrists 
eligible  to  serve  as  "physician"  members  of  hospital  utilization  re- 
view committees,  though  they  can  and  do  serve  as  nonphysician 
members  on  these  same  panels.  H.K.  4179  proposes  to  amend  title 
XVIII  by  removing  both  of  these  unnecessary  restrictions,  since 
neither  serves  any  public  interest  purpose  whatsoever. 

Whether  a  podiatrist  should  or  should  not  serve  as  a  medicare 
physician  for  either  or  both  of  these  purposes  is  a  decision  which 
should  be  made  by  participating  hospitals,  skilled  nursing  facilities, 
and  home  health  agencies.  It  is  at  these  levels,  rather  than  the  U.S. 
Congress  or  HEW's  Health  Care  Financing  Administration,  where 
the  competencies  and  qualifications  of  practitioners  can  be  best  un- 
derstood and  evaluated.  And  this  is  the  thrust  of  what  H.R.  4179 
seeks  to  reinforce  and  accomplish  as  far  as  pediatric  medical  care  is 
concerned. 

According  to  the  current  title  XVIII  statute,  a  podiatrist  can  and 
does  diagnose  and  treat  by  medical  or  surgical  means  foot  complaints 
in  either  the  office  or  hospital  setting.  Yet  it  is  ironic  that,  as  far  as 
hospital,  skilled  nursing  home  or  home  health  care  are  concerned, 
the  podiatrist  is  not  authorized  by  medicare  to  certify  or  recertify 
the  medical  necessity  for  that  care  which  he  can  otherwise  inde- 
pendently diagnose  and  treat.  Not  only  is  this  blanket  exclusion 
ironic,  it  is  also  unique,  since  no  private  health  plan  has  previously 
or  since  adopted  such  a  restrictive  and  irrational  policy.  Should  the 
subcommittee  see  merit  in  our  proposal,  it  is  our  considered  judg- 
ment that  no  substantive  change  would  subsequently  result  in  either 
medicare's  administration  or  its  projected  cost.  We  are  indeed 
pleased  that  the  medicare  bureau  agrees  with  this  particular  evalu- 
ation. 

We  are  also  grateful  to  Mr.  Duncan,  the  sponsor  of  H.R.  4179, 
who  arranged  in  an  informal  meeting  last  month  among  ones  on 
his  and  the  subcommittee  staffs,  the  Health  Care  Financing  Ad- 
ministration and  APA  to  fully  evaluate  the  impact  of  this  legisla- 
tion. An  important  matter  surfaced  during  this  meeting  which  merits 
clarification  as  far  as  H.R.  4179  is  concerned.  And  APA  fully  sup- 
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ports  the  necessity  for  clarifying  the  term  "physician"  as  it  relates 
to  UK  committees  and  home  health  care. 

Whereas  current  law  does  specify  that  at  least  two  physicians  of 
the  allopathic  or  osteopathic  discipline  must  serve  on  a  hospital  UR 
committee,  our  amendment  is  not  intended  to  deviate  from  this  rule. 
Neither  do  we  intend  to  abridge  the  present  requirement  that  a  medi- 
cal doctor  or  an  osteopath  provide  the  medical  supervision  necessary 
for  a  home  health  agency's  patient  care  program.  It  is  our  judgment 
that,  with  the  passage  of  H.R.  4179,  these  principals  can  be  rein- 
forced in  appropriately  worded  report  language. 

In  conclusion,  Mr.  Chairman,  I  would  briefly  comment  on  the 
matter  of  PSRO's  and  the  role  podiatrists  therein  play.  We  have 
previously  supported,  and  still  do  support,  the  legislative  goals 
established  for  the  PSRO  program.  Furthermore,  we  were  pleased 
to  have  been  offered  a  contract  by  HEW  in  1974  to  develop  for 
PSRO  utilization  model  screening  criteria  for  the  review  of  pediatric 
surgical  procedures  most  commonly  performed  in  hospitals.  In  1975 
that  project  was  completed  and  the  final  results  where  shared  by 
HEW  to  all  PSRO's  in  the  country.  Additionally,  we  have  repeat- 
edly urged  our  members  to  become  involved  to  the  maximum  extent 
possible  in  PSRO  programing  at  the  grassroots  level.  We  have  been 
pleasantly  surprised  as  to  the  local  PSRO  involvement  our  members 
are  having. 

Still,  Mr.  Chairman,  we  are  bothered  by  two  issues  affecting 
podiatry  and  PSRO's.  First,  it  has  always  been  disturbing  to  us  why 
full  voting  membership  in  a  PSRO  is  statutorily  limited  to  medical 
doctors  and  osteopaths.  Even  though  Federal  law  does  specify  and 
require  podiatrists  to  be  involved  in  PSRO  programing  when  their 
services  are  being  evaluated,  it  is  puzzling  that  full  membership 
benefits  are  not  also  authorized  for  ones  other  than  MD's  or  DO's. 
Even  is  a  PSRO  wanted  to  add  a  podiatrist  to  its  voting  member- 
ship, Federal  law  clearly  precludes  this  possibility.  Podiatrists  and 
other  practitioners  are  thereby  limited  in  their  participation  to  that 
of  "advisers  to  the  board."  From  our  vantage  point,  this  arrangement 
is  tantamount  to  the  U.S.  Senate  establishing  quality  performance 
standards  for  the  Congress  while  seeking  only  advice  from  the- 
Members  of  the  House, 

As  we  are  confident  this  arrangement  would  be  unacceptable,  so- 
is  the  one  Congress  has  declared  for  PSRO's.  As  a  minimum,  full 
membership  privileges  in  PSRO's  should  be  authorized  for  ones 
other  than  medical  doctors  and  osteopaths. 

Relatedly,  Mr.  Chairman,  we  are  mindful  of  pending  proposals  to 
somewhat  modify  the  administrative  scope  of  the  PSRO  program.. 
The  general  features  of  these  proposals,  proposed  by  the  subcommit- 
tee and  recommended  by  HEW,  are  commendable  since  they  do  prop- 
erly broaden  professional  participation  in  PSRO's.  But  one  of  the 
specific  recommendations.  Mr.  Chairman,  we  find  too  limiting  in  its 
present  form.  I  refer  to  the  one  which  seeks  to  expand  by  three  the 
membership  on  the  National  PSRO  Advisory  Council.  Though  the 
addition  of  a  dentist,  a  registered  professional  nurse,  and  one  other 
than  health  care  practitioner  is  commendable  and  necessary,  it  is 
difficult  to  appreciate  the  absence  of  a  podiatrist  in  this  listing. 
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As  specified  in  the  standards  of  the  Joint  Commission  on  the 
Accreditation  of  Hospitals — JCAH — four  classes  of  doctors,  includ- 
ing the  podiatrist,  are  authorized  hospital  clinical  staff  privileges. 
These  same  four  classes  of  doctors  are  licensed  in  every  State  to  in- 
dependently diagnose  and  treat  by  medical  and  surgical  means 
within  the  scope  of  their  licensure.  Given  the  present  priorities  of 
the  PSRO  program,  namely,  assuring  quality  inpatient  care  under 
titles  V,  XVIII,  and  XIX  of  the  Social  Security  Act,  it  just  seems 
incomprehensible  that  the  podiatrist  would  not  be  assured  a  voice  on 
the  national  council. 

If  the  proposal  before  the  subcommittee  is  accepted  in  its  present 
form,  three  of  the  four  types  of  practitioners  who  are  authorized  in- 
patient clinical  staff  privileges  would  be  given  national  council 
representation.  We  find  that  this  is  both  unjustified,  and  inequitable, 
though  the  association  clearly  supports  the  need  to  broaden  PSEO 
participation. 

Mr.  Chairman,  I  appreciate  the  subcommittee's  attentiveness  and 
the  consideration  which  will  be  given  our  testimony.  Furthermore, 
I  would  be  pleased  to  respond  to  any  questions  you  might  have  con- 
cerning our  recommendations. 

Thank  you. 

[The  prepared  statement  follows :] 

Statement  of  Joseph  R.  Ordile,  D.P.M.,  President,  American 
Podiatry  Association 

Mr.  Chairman,  members  of  the  subcommittee,  I  am  Dr.  Joseph  R.  Ordile, 
President  of  the  American  Podiatry  Association.  Residing  and  practicing  in 
Fort  Worth,  Texas,  I  am  pleased  to  be  here  today  representing  the  Association, 
a  voluntary,  non  profit  organization,  established  in  1912  and  consisting  of  53 
component  societies — one  in  each  state,  the  District  of  Columbia,  Puerto  Rico 
and  a  Society  of  Podiatrists  in  Federal  service. 

On  behalf  of  the  Nation's  doctors  of  pediatric  medicine,  who  have  been  phy- 
sician participants  in  Medicare  since  1968,  I  am  indeed  pleased  to  be  here  today 
to  present  our  views  on  ways  and  means  to  responsibly  improve  the  administra- 
tion and  delivery  of  podiatric  services  under  Title  XVIII.  Mindful  of  the  pur- 
pose of  these  hearings,  I  shall  restrict  my  comments  to  areas  which  both 
deserve  remedial  attention  by  the  Congress  and  which  call  for  little  or  no 
additional  program  costs  to  either  implement  or  administer.  Specifically,  I 
refer  to  HR  4179,  which  proposes  two  essential  changes  to  Title  XVIII.  They 
are : 

The  removal  of  "warts"  from  Medicare's  excluded  benefit  list  (Section  1862 
(13) (c)  :  and 

The  elimination  of  extraneous  language  from  Medicare's  "physician"  defini- 
tion as  it  relates  to  podiatrists'  services  (Section  1861  (r)  (3). 

Also,  Mr.  Chairman,  I  would  conclude  my  testimony  this  morning  with  a  few 
remarks  concerning  Professional  Standards  Review  Organizations  (PSRO's) . 

MEDICARE  :  WARTS 

On  the  subject  of  "warts"  it  is  incredible  but  true  that  the  treatment  of  this 
particular  impairment,  when  it  affects  areas  other  than  the  foot,  is  considered 
a  covered  Medicare  benefit.  This  inconsistent  application  of  the  law  is  deserving, 
I  feel,  of  the  remedy  we  have  proposed.  It  is  encouraging  to  note  that  the  Sub- 
committee is  very  mindful  of  this  problem  area  and  supports  an  appropriate 
remedy  for  it.  It  is  incomprehensible  that  such  an  exclusion  should  be  continued 
in  law. 

MEDICARE  PHYSICIAN  DEFINITION  :  TECHNICAL  IMPROVEMENTS 

It  is  our  further  recommendation,  Mr.  Chairman,  that  additional  program 
improvements  affecting  podiatrists'  Medicare  participation  are  both  needed  and 
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justified.  By  virtue  of  existing  law,  podiatrists  are  "physicians"  within  the  scope 
of  their  licenses  as  defined  by  state  law  for  purposes  of  Title  XVIII.  This  is 
true  except  for  the  following :  podiatrists  are  not  physicians  for  the  purpose  of 
certifying  or  recertifying  the  medical  necessity  for  one's  hospitalization,  skilled 
nursing  home  or  home  health  care.  Neither  are  podiatrists  eligible  to  serve  as 
"physician"  members  of  hospital  utilization  review  committees,  though  they  can 
and  do  serve  as  non-physician  members  on  these  same  panels.  HR  4179  proposes 
to  amend  Title  XVIII  by  removing  both  of  these  unnecessary  restrictions,  since 
neither  serves  any  public  interest  purpose  whatsoever. 

Whether  a  podiatrist  should  or  should  not  serve  as  a  Medicare  physician  for 
either  or  both  of  these  purposes  is  a  decision  which  should  be  made  by  partici- 
pating hospitals,  skilled  nursing  facilities  and  home  health  agencies.  It  is  at 
these  levels,  rather  than  the  U.S.  Congress  or  HEW's  Health  Care  Financing 
Administration,  where  the  competencies  and  qualifications  of  practitioners  can 
be  best  understood  and  evaluated.  And  this  is  the  thrust  of  what  HR  4179  seeks 
to  reinforce  and  accomplish  as  far  as  podia  trie  medical  care  is  concerned. 
According  to  the  current  Title  XVIII  statute,  a  podiatrist  can  and  does  diagnose 
and  treat  by  medical  or  surgical  means  foot  complaints  in  either  the  office  or 
hospital  setting.  Yet  it  is  ironic  that,  as  far  as  hospital,  skilled  nursing  home 
or  home  health  care  are  concerned,  the  podiatrist  is  not  authorized  by  Medi- 
care to  certify  or  recertify  the  medical  necessity  for  that  care  which  he 
can  otherwise  independently  diagnose  and  treat.  Not  only  is  this  blanket  exclu- 
sion ironic,  it  is  also  unique,  since  no  private  health  plan  has  previously  or 
since  adopted  such  a  restrictive  and  irrational  policy.  Should  the  Subcommittee 
see  merit  in  our  proposal,  it  is  our  considered  judgment  that  no  substantive 
change  would  subsequently  result  in  either  Medicare's  administration  or  its  pro- 
jected cost.  We  are  indeed  pleased  that  the  Medicare  Bureau  agrees  with  this 
particular  evaluation. 

We  are  also  grateful  to  Mr.  Duncan,  the  sponsor  of  HR  4179,  who  arranged 
an  informal  meeting  last  month  among  ones  on  his  and  the  Subcommittee  staffs, 
the  Health  Care  Financing  Administration  and  APA  to  fully  evaluate  the  im- 
pact of  this  legislation.  An  important  matter  surfaces  during  this  meeting  which 
merits  clarification  as  far  as  HR  4179  is  concerned.  And  APA  fully  supports  the 
necessity  for  clarifying  the  term  "physician"  as  it  relates  to  UR  committees  and 
home  health  care.  Whereas  current  law  does  specify  that  at  least  two  physicians 
of  the  allopathic  or  osteopathic  type  must  serve  on  a  hospital  UR  committee, 
our  amendment  is  not  intended  to  deviate  from  this  rule.  Neither  do  we  intend 
to  abridge  the  present  requirement  that  a  medical  doctor  or  an  osteopath  pro- 
vide the  medical  supervision  necessary  for  a  home  health  agency's  patient  care 
program.  It  is  our  judgment  that,  with  the  passage  of  HR  4179,  these  principals 
can  be  reinforced  in  appropriately  worded  report  language. 

PSRO'S  :  PARTICIPATION  BY  PODIATRISTS 

In  conclusion,  Mr.  Chairman,  I  would  briefly  comment  on  the  matter  of 
PSRO's  and  the  role  podiatrists  therein  play.  We  have  previously  supported, 
and  still  do  support,  the  legislative  goals  established  for  the  PSRO  program. 
Furthermore,  we  were  pleased  to  have  been  offered  a  contract  by  HEW  in  1974 
to  develop  for  PSRO  utilization  model  screening  criteria  for  the  review  of 
podiatric  surgical  procedures  most  commonly  performed  in  hospitals.  In  1975, 
that  project  was  completed  and  the  final  results  were  shared  by  HEW  to  all 
PSRO's  in  the  country.  Additionally,  we  have  repeatedly  urged  our  members  to 
become  involved  to  the  maximum  extent  possible  in  PSRO  programming  at  the 
grass  roots  level.  And  though  there  is  always  room  for  improvement  in  any 
area,  we  have  been  pleasantly  surprised  as  to  the  lotal  PSRO  involvement  our 
members  are  having. 

Still,  Mr.  Chairman,  we  are  bothered  by  two  issues  affecting  podiatry  and 
PSRO's.  First,  it  has  always  been  disturbing  to  us  why  full  voting  membership 
in  a  PSRO  is  .statutorily  limited  to  medical  doctors  and  osteopaths.  Even 
though  federal  law  does  specify  and  require  podiatrists  to  be  involved  in  PSRO 
programming  when  their  services  are  being  evaluated,  it  is  puzzling  that  full 
membership  benefits  are  not  also  authorized  for  ones  other  than  MD's  or  DO's. 
Even  if  a  PSRO  wanted  to  add  a  podiatrist  to  its  voting  membership,  federal 
law  clearly  precludes  this  possibility.  Podiatrists  and  other  practitioners  are 
thereby  limited  in  their  participation  to  that  of  "advisors  to  the  board."  From 
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our  vantage  point,  this  arrangement  is  tantamount  to  the  U.S.  Senate  establish- 
ing quality  performance  standards  for  the  Congress  while  seeking  only  advice 
from  the  members  of  the  House.  As  we  are  confident  this  arrangement  would 
be  unacceptable,  so  is  the  one  Congress  has  declared  for  PSRO's.  As  a  minimum, 
full  membership  privileges  in  PSRO's  should  be  authorized  for  ones  other  than 
medical  doctors  and  osteopaths. 

Relatedly,  Mr.  Chairman,  we  are  mindful  of  pending  proposals  to  somewhat 
modify  the  administrative  scope  of  the  PSRO  program.  The  general  features  of 
these  proposals,  proposed  by  the  Subcommittee  and  recommended  by  HEW,  are 
commendable  since  they  do  properly  broaden  professional  participation  in 
PSRO's.  But  one  of  the  specific  recommendations,  Mr.  Chairman,  we  find  too 
limiting  in  its  present  form.  I  refer  to  the  one  which  seeks  to  expand  by  three 
the  membership  on  the  National  PSRO  Advisory  Council.  Though  the  addition 
of  a  dentist,  a  registered  professional  nurse  and  one  other  than  health  care 
practitioner  is  commendable  and  necessary,  it  is  difficult  to  appreciate  the 
absence  of  a  podiatrist  in  this  listing. 

As  specified  in  the  standards  of  the  Joint  Commission  on  the  Accreditation 
of  Hospitals  (JCAH),  four  classes  of  doctors,  including  the  podiatrist,  are 
authorized  hospital  clinical  staff  privileges.  These  same  four  classes  of  doctors 
are  licensed  in  every  state  to  independently  diagnose  and  treat  by  medical  and 
surgical  means  within  the  scope  of  their  licensure.  Given  the  present  priorities 
of  the  PSRO  program,  namely,  assuring  quality  inpatient  care  under  Titles  V, 
XVIII  and  XIX  of  the  Social  Security  Act,  it  just  seems  incomprehensible  that 
the  podiatrist  would  not  be  assured  a  voice  on  the  national  council.  If  the 
proposal  before  the  Subcommittee  is  accepted  in  its  present  form,  three  of  the 
four  types  of  practitioners  who  are  authorized  inpatient  clinical  staff  privileges 
would  be  given  national  council  representation.  We  find  this  both  unjustified 
and  inequitable,  though  the  Association  clearly  supports  the  need  to  broaden 
PSRO  participation. 

CONCLUSION 

Mr.  Chairman,  I  appreciate  the  Subcommittee's  attentiveness  and  the  con- 
sideration which  will  be  given  our  testimony.  Furthermore  I  would  be  pleased 
to  respond  to  any  questions  you  might  have  concerning  our  recommendations. 

Thank  you. 

Mr.  Brodhead.  Thank  you. 

We  will  hold  questions  until  all  members  of  the  panel  have  had  a 
chance  to  testify. 

The  next  witness  is  Seymour  Lef ton. 

STATEMENT  OE  SEYMOUR  LEETON,  PRESIDENT,  PRESCRIPTION 
FOOTWEAR  ASSOCIATION 

Mr.  Lefton.  The  Prescription  Footwear  Association  appreciates 
the  opportunity  to  testify  today  on  proposals  to  amend  the  medicare 
program,  specifically  H.R.  5760,  dealing  with  "orthopedic  shoes." 

I  am  Seymour  Lefton,  president  of  PFA.  I  am  a  certified  pedorth- 
ist  from  Albuquerque,  N.  Mex.,  and  I  have  over  25  years  experience  in 
fitting  shoes  and  special  footwear  to  the  disabled. 

The  Prescription  Footwear  Association  is  an  international  trade 
association  composed  of  persons  involved  in  the  application  of  pre- 
scription footwear.  It  was  established  in  1958,  and  today  has  a  mem- 
bership of  over  600  active  pedorthists. 

Through  close  cooperation  with  the  American  Orthopedic  Foot 
Society,  an  affiliate  of  the  American  Academy  of  Orthopedic  Sur- 
geons, PFA  has  developed  a  broad-based  educational  program  in 
pedorthics  leading  to  eventual  professional  certification. 

These  educational  programs  and  certification  offer  pedorthists  the 
opportunity  to  greatly  enhance  their  proficiency  in  the  art  of  pre- 
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scription  shoe  fitting  to  the  vast  benefit  of  prescribing*  doctors  and 
their  patients,  who  are  grateful  to  have  competent  pedorthists  in 
their  community. 

In  brief,  we  support  the  concept  embodied  in  H.K.  5760,  to  pro- 
vide medicare  coverage  for  certain  types  of  orthopedic  footwear. 
However,  we  believe  that  the  specific  language  embodied  in  that  bill 
is  too  broad  and  could  allow  for  abuses.  Appended  to  my  statement 
today  is  suggested  amendatory  language  which,  although  general  in 
scope,  is  still  sufficiently  specific  to  be  meaningful  to  physicians, 
pedorthists,  patients,  and  program  administrators  alike. 

I  want  to  stress  the  difference  between  supportive  and  accommoda- 
tive. Generally,  orthopedic  shoes  conjure  in  the  lay  mind  black,  high- 
laced  shoes,  that  grandma  wore.  These  are,  indeed,  orthopedic  shoes. 
However,  the  range  of  orthopedic  footwear  can  run  the  fl-amut  from 
those  to  orthopedic  sandals — example,  the  popular  Dr.  Scholl's 
sandals — to  individually  crafted  and  not  very  attractive  shoes  for 
deformed  feet.  It  is  the  last  type  of  footwear  that  we  believe  should 
be  part  of  the  medicare  program.  Presently,  only  shoes  which  are  to 
be  applied  to  braces  are  covered. 

Shoes  which  are  accommodative,  that  is,  which  are  specifically 
crafted  to  accommodate  the  peculiar  needs  of  an  individual,  whether 
it  is  a  club  foot,  or  a  foot  which  is  hypersensitive,  or  insensitive  due 
to  disease.  The  "terms  of  art"  for  these  are  extra-depth  or  custom- 
molded  shoes;  also  regular  shoes  which  are  "customized"  for  legs  of 
differing  lengths  or  greatly  mismatched  feet. 

Custom-molded  shoes  a,re  just  that — shoes  general! v  constructed 
from  extremely  soft  leather  using  a  mold  of  the  individual's  foot, 
thus  accommodating  the  irregularities  and  specific  sensitivies.  Extra- 
depth  shoes  are  similar,  although  the  shoe  itself  is  more  like  a  normal 
shoes  with  excess  room  left  for  a  specially  crafted  "innersole"  which 
then  accommodates  the  particular  foot  need. 

All  of  these  types  of  customized  footwear  are  furnished  to  pa- 
tients by  prescription  only.  These  people  come  to  us  having  the  cor- 
rective shoe  or  procedure  prescribed  by  a  physician.  In  many  States, 
osteopaths,  podiatrists,  and  physical  therapists  are  also  licensed  to 
prescribe  footwear  and  we  honor  their  prescriptions  also. 

It  is  the  position  of  the  Prescription  Footwear  Association  that 
the  inclusion  of  certain  types  of  special  prescription  footwear  as 
medicare  benefits  would  result  in  sizeable  cost  savings  to  the  Federal 
Government.  The  addition  of  these  footwear  items  to  medicare  would 
also  save  feet,  legs,  and  lives. 

Many  certified  pedorthists  have  provided  diabetic  patients,  for  ex- 
ample, with  special  footwear  including  molded  inlays  on  the  pre- 
scription of  a  physician.  We  have  seen  these  patients  walk  out  of  our 
facilities  on  this  footwear  with  ulcers  on  the  bottom  of  their  feet. 
We  have  seen  these  same  patients  return  with  the  ulcerations  healed 
without  hospital  confinement,  The  cost  of  the  footwear  was  less  than 
2  days  of  hospitalization  and  in  some  instances,  less  than  1  dav. 
There  is,  however,  no  way  to  put  a  dollar  value  on  the  savings  in 
time,  -pain,  and  suffering. 

Individuals  who  suffer  from  diseases  in  which  tissues  of  the  foot 
become  fragile  and  painful,  such  as  rheumatoid  arthitis,  also  benefit 
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greatly  from  this  type  of  footwear.  These  individuals  in  many  casesr 
become  bedridden  or,  at  best,  confined  to  the  house  with  little  or  no 
physical  activity. 

This  curtailment  of  their  activity  level  can  often  be  restored  by 
the  use  of  inlay  depth  shoes  with  molded  polyethylene  inlays,  thus 
returning  them  to  a  normal  life. 

The  few  studies  which  have  been  done  show  astonishing  results. 
The  Diabetic  Clinic  at  Grady  Memorial  Hospital  in  Atlanta,  Ga., 
estimates  that  45  to  50  percent  of  the  8,000  patients  they  treat  an- 
nually are  medicare  recipients.  Drs.  Davidson  and  Hobgood  of  this 
institution  found,  in  1973,  there  were  208  amputations  performed 
on  diabetic  patients.  Through  the  use  of  extra-depth  shoes  and  pres- 
sure equalizing  inlays,  they  reduced  this  number  to  88  in  the  next  24 
months.  They  further  found  that  30  percent  of  their  patients  have 
neuropathies  that  could  respond  favorably  to  the  more  conservative 
form  of  treatment  offered  through  the  use  of  this  protective  footwear. 

The  Department  of  Orthopedic  Surgery  at  the  University  of 
Southern  California  published  a  paper  in  1972  on  the  case  histories 
of  145  patients  with  151  foot  lesions.  Using  conservative  treatment, 
such  as  casting  followed  by  extra-depth  shoes  with  polyethylene 
molded  inlays,  107  were  healed,  27  had  some  problems,  and  17 
required  surgical  treatment.  This  represent  as  71  percent  complete 
recovery  rate,  and  89  percent  who  did  not  require  surgery. 

It  is  estimated  that  each  prevented  amputation  saves  from  $8,000 
to  $12,000.  If  we  add  this  to  the  $2,000  per  day  for  hospitalization, 
which  many  hospitals  now  charge  to  treat  ulcers  to  avoid  amputa- 
tion, we  develop  a  considerable  cost. 

At  UCLA  Medical  Center's,  Division  of  Orthopaedic  Surgery, 
Dr.  Andrea  Cracchiolo  III  completed  research  over  a  10-year  period 
in  the  area  of  arthritic  problems  which  shows  the  same  type  of  results 
achieved  in  the  diabetic  studies. 

We  certainly  don't  contend  that  the  use  of  this  footwear  will  pro- 
vide new  circulation  or  nerves  to  problem  feet,  but  we  can  in  all 
honesty  say  they  will  extend  the  life  of  the  toes  and  feet  and  of 
course,  as  a  result  of  this,  the  entire  body. 

And  this  would  be  at  a  considerable  cost  savings  to  the  Federal 
Government. 

That  concludes  my  testimony,  Mr.  Chairman,  and  we  would  be 
happy  to  answer  any  questions  you  may  have. 

Mr.  Brodiiead.  Next  we  have  Morton  Hack,  certified  pedorthist. 

I  would  like  to  extend  to  you  a  special  welcome  since  you  happen 
to  be  a  constituent  of  mine.  We  are  delighted  to  see  you  here  today. 

STATEMENT  0E  MORTON  HACK,  D.P.M.,  C.  PED.,  BOARD  FOR 
CERTIFICATION  IN  PED0RTHICS 

Dr.  Hack.  Thank  you,  Mr.  Chairman,  and  members  of  the  commit- 
tee. As  noted  I  am  Morton  Hack,  of  the  Hack  Shoe  Co.,  a  62-year-old 
firm  specializing  in  prescription  footwear  with  five  facilities  in  the 
Detroit  area. 

I  am  here  at  the  request  of  Freddie  J.  Childress  of  Augusta,  Ga,, 
president  of  the  Board  for  Certification  in  Pedorthics.  This  is  the 
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body  which  examines  individuals  as  well  as  facilities  seeking  cer- 
tification in  the  field  of  prescription  footwear.  Its  board  of  directors 
includes  three  orthopaedic  surgeons,  each  of  whom  is  a  past  president 
of  the  American  Orthopaedic  Foot  Society,  an  affiliate  of  the  Ameri- 
can Academy  of  Orthopaedic  Surgeons,  plus  four  certified  pedorthists. 

We,  too,  urge  support  for  H.K.  5760  not  only  on  humanitarian 
grounds  but  also  as  a  means  of  saving  millions  of  dollars  for  the 
medicare  program. 

I  will  eliminate  much  of  my  written  statement  because  Mr.  Lefton 
has  covered  a  lot  of  the  ground  and  we  will  save  a  lot  of  time.  But  it 
is  a  sad  fact  that  under  the  regulations,  medicare  will  pay  these  ter- 
ribly high  hospital  costs  plus  the  costs  of  physicians  and  surgeons, 
amputations,  prostheses,  rehabilitative  therapy,  and  retraining,  but 
it  won't  pay  for  the  cost  of  the  shoes  that  will  make  it  all  unnecessary. 

Now,  I  know  that  the  committee  is  worried  about  the  possibility 
inherent  in  all  medical  programs,  that  of  overutilization  and  abuse. 
We  do  have  some  suggestions  in  that  regard. 

First :  There  should  be  delineation  of  the  types  of  conditions  which 
actually  should  be  included,  and  Mr.  Lefton  has  mentioned  most  of 
those  causing  insensitive  feet,  and  I  have  some  of  those  listed  in  my 
written  statement  so  I  won't  bother  you  now. 

Relief  of  pain  and  disability  in  crippling  conditions  not  able  to  be 
accommodated  in  stock  shoes,  and  there  are  many  of  those,  under 
arthritis,  rheumatoid,  psoriatic,  also  clawfoot — we  won't  go  into  all 
of  these.  A  lot  of  these  things  are  the  result  of  accident,  some  are 
genetic,  some  are  congenital  and  some  are  developmental  or  the  result 
of  accident.  We  believe  there  should  be  a  requirement  of  a  prescrip- 
tion,, from  a  physician  accredited  in  a  field  relating  to  the  problem 
certifying  to  his  belief  that  stock  shoes  will  not  suffice. 

We  would  not  even  object  to  a  review  by  a  consultant  prior  to 
authorization. 

Third:  The  provider  should  be  required  to  certify  that  ordinary 
stock  shoes  will  not  accommodate  the  condition  and  that  the  least  ex- 
pensive method  feasible  in  the  case  is  being  employed. 

Fourth:  We  urge  that  the  service  should  be  provided  by  a  certi- 
fied pedorthist  to  assure  competence  and  adherence  to  a  professional 
code  of  ethics.  The  examinations  are  open  to  all  and  both  North- 
western University — where  I  will  be  speaking  next  week — and  Ball 
State  Universitjr  offer  5-day  courses  preparatory  to  examination.  In 
addition,  we  conduct  seminars  at  points  all  over  the  country  on  a 
regular  basis  to  train  and  retrain  people  in  the  field. 

Now,  we  get  down  to  the  nitty-gritty.  Specialized  types  of  shoes 
and  appurtenances  may  be  listed.  These  could  include  custom-molded 
shoes;  custom-made  shoes;  extra-depth  shoes;  or  shoes  made  with 
thick,  removable  insoles  to  accommodate  special  inserts,  as  much  as  a 
half -inch  inlay  of  polyethylene  foam  (Plastazote)  to  be  inserted. 
This  material  possesses  a  hardness  similar  to  the  sole  of  a  foot  of  a 
normal  shoe  wearing  person.  By  distributing  the  weight  evenly  from 
toe  to  heel  there  is  no  one  point  for  pressures  to  develop  which  cause 
breakdown. 

In  the  USPHS  Hospital  at  Oarville— thanks  to  HEW— I  was  able 
to  go  last  fall  and 'Mr.  Lefton  has  been  there,  also,  I  learned  about  the 
rocker  bars  which  helped  me  to  clear  up  2-year-old  diabetic  ulcers  in 
one  patient  in  about  2  months.  This  shoe  had  the  extra  depth  to  ac- 
commodate the  plastazote  insole  that  I  used,  also. 
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Some  place  here  I  have  a  valentine  that  I  received  from  the  grate- 
ful woman.  I  show  you  a  custom-molded  shoe.  This  is  the  one  that  is 
better  looking  than  most  of  the  shoes.  That  was  made  over  a  cast  for 
another  woman  with  a  diabetic  ulcer ;  unfortunately  she  died  before 
I  could  deliver  the  shoes  so  I  have  a  sample  to  show  you. 

Now,  the  rocker  bars,  I  mentioned  the  rocker  bars  for  diabetic  ul- 
cers; and  the  rocker  soles  then  for  the  hallux  rigidus,  a  very  dis- 
abling and  very  painful  condition.  In  some  cases  the  polyethylene 
shoe  may  be  necessary  for  people  who  are  not  going  to  be  walking  a 
lot  but  tend  to  break  down  from  the  pressure  of  the  wheelchair 
against  the  side  of  the  foot. 

I  do  urge  that  the  agency  administering  such  a  program  not  at- 
tempt to  set  prices.  In  practice  this  may  lead  to  self-defeating  results. 
Por  example,  competent,  qualified  people  will  refuse  to  participate  as 
providers  because  they  can't  afford  to  do  it ;  and  shortcuts  may  result, 
not  advantageous  to  the  patient,  as  happened  in  the  Pennsylvania 
program.  This  happened  in  the  Pennsylvania  medicaid  program 
where  there  was  a  definite  price  set,  and  the  shoe  companies  that  did 
the  work  were  taking  substandard  shoes — children's  shoes  being  used 
for  adults,  that  is,  boys  and  girls  shoes.  And  here  I  want  to  say  that 
none  of  the  shoe  stores  implicated  had  been  credentialed  by  the  Board 
for  Certification  in  Pedorthics  and  none  employed  members  of  the 
Prescription  Footwear  Association.  Their  tactics  were  enjoined  by  the 
codes  of  ethics  of  our  groups. 

Now,  just  two  quick  comments ;  Mr.  White  of  the  Prudential  Insur- 
ance Co.  graciously  suggested  that  people  requiring  shoes  for  braces 
should  be  provided  a  whole  pair  instead  of  just  one  shoe.  He  does  not 
know  the  facts  of  life  in  the  business  of  shoes;  shoes  are  sold  as  pairs, 
manufactured  as  pairs  in  production.  And  shoes  for  braces,  the  only 
thing  that  is  permitted  now  under  medicare,  are  not  particularly  ex- 
pensive. A  good  stock  shoe  that  has  a  leather  sole  and  heel,  steel 
shank — can  be  used.  So  he  offers  nothing  in  that  case. 

In  fact  with  these  polypropylene  braces,  they  don't  even  need  spe- 
cial shoes  any  more. 

Rather  than  impose  on  your  time,  I  have  an  appendix  to  my  state- 
ment of  information  for  you;  and  we  will  take  advantage  of  the 
opportunity  to  send  you  other  materials  for  the  record. 

In  some  States,  people  on  welfare  have  this  type  of  footwear  pro- 
vided. Thus,  there  is  gross  discrimination  against  those  of  the  elderly 
who  are  not  on  welfare,  those  who  have  worked  hard  all  their  lives 
and  had  enough  income  so  they  could  go  on  medicare,  but  with  the 
rising  costs  of  living  they  cannot  afford  the  shoes  that  will  save  their 
feet. 

Some  of  these,  in  order  to  protect  themselves  against  the  worse 
.trouble  to  be  expected  from  lack  of  proper  shoes  find  it  necessary  to 
deprive  themselves  of  food,  heat,  and  clothing  and  some  just  lose 
their  legs  and  die. 

Thank  you. 

[The  prepared  statement  follows :] 

Statement  of  Morton  Hack,  D.P.M.,   C.  Ped. 

.  I  am  Morton  Hack,  of  the  Hack  Shoe  Company,  a  62  year  old  firm  specializing 
in  prescription  footwear  with  5  facilities  in  the  Detroit  area. 
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I  ain  here  at  the  request  of  Freddie  J.  Childress,  of  Augusta,  Georgia,  presi- 
dent of  the  Board  for  Certification  in  Pedorthics.  This  is  the  body  which  exam- 
ines individuals  as  well  as  facilities  seeking  certification  in  the  field  of  prescrip- 
tion footwear.  Its  Board  of  Directors  includes  3  orthopaedic  surgeons,  each  of 
whom  is  a  past  president  of  the  American  Orthopaedic  Foot  Society,  an  affiliate 
of  the  American  Academy  of  Orthopaedic  Surgeons  plus  4  Certified  Pedorthists. 

We  urge  support  for  H.R.  5760  not  only  on  humanitarian  grounds  but  also  as 
a  means  of  saving  millions  of  dollars  for  the  Medicare  program. 

It  is  a  sad  fact  that  under  the  current  regulations,  Medicare  will  pay  for 
months  of  hospitalization  at  up  to  $200.00  per  day,  plus  the  costs  of  physicians 
and  surgeons,  amputations,  artificial  limbs,  rehabilitative  therapy  and  retrain- 
ing, but  it  won't  pay  for  the  costs  of  the  special  shoes  designed  to  protect  the 
insensitive  foot  against  the  dangerous,  life-threatening  breakdown  of  tissue 
which  often  requires  all  of  the  treatment  mentioned. 

I  should  like  to  suggest  provisions  to  alleviate  a  worry  that  must  be  on  your 
minds,  the  possibility  inherent  in  all  medical  programs,  namely  that  of  costly 
abuses,  including  overutilization. 

First,  there  should  be  a  delineation  of  the  types  of  conditions  which  actually 
should  be  included.  These  might  cover  life-threatening  as  well  as  severely  dis- 
abling conditions  in  which  present  Medicare  coverage  is  extremely  expensive, 
wasteful. 

A  listing  is  appended  hereto. 

Second,  there  should  be  the  requirement  of  a  prescription,  from  a  physician 
accredited  in  a  field  relating  to  the  problem,  certifying  to  his  belief  that  stock 
shoes  will  not  suffice.  A  review  by  a  consultant  prior  to  authorization  might  be 
considered. 

Third,  the  provider  should  be  required  to  certify  that  ordinary  stock  shoes 
will  not  accommodate  the  condition  and  that  the  least  expensive  method  feasible 
in  the  case  is  being  employed. 

Fourth,  the  service  should  be  provided  by  a  Certified  Pedorthist  to  assure 
competence  and  adherence  to  a  professional  code  of  ethiecs.  The  examinations 
are  open  to  all  and  both  Northwestern  University  and  Ball  State  University 
offer  5-day  courses  preparatory  to  examination.  In  addition,  the  Prescription 
Footwear  Association  conducts  seminars  at  various  points  in  the  country.  A 
copy  of  the  by-laws  of  the  Board  for  Certification  in  Pedorthics  is  forwarded 
herewith. 

Fifth,  specialized  types  of  shoes  and  appurtenances  may  be  specified.  These 
could  include  those  listed  under  Appendix  B,  herewith. 

It  is  urged  that  the  agency  administering  such  a  program  should  not  attempt 
to  set  prices ;  in  practice,  this  may  lead  to  self-defeating  results  : 

A.  Competent,  qualified  people  will  refuse  to  participate  as  providers  simply 
because  they  could  not  afford  to. 

B.  Short-cuts,  not  advantageous  to  the  patient,  may  be  utilized.  (As  was  ap- 
parent in  the  Pennsylvania  Medicaid  program) 

Many  of  us  are  indebted  to  the  Department  of  Health,  Education  and  Welfare 
for  the  opportunity  to  bave  attended  workshops  on  "Management  of  the  In- 
sensitive Foot"  at  the  U.S.P.H.S.  Hospital  at  Carville.  There,  we  learned  tech- 
niques which  have  been  of  inestimable  value  in  helping  cases  in  our  home  areas 
and  we  in  turn  are  passing  on  the  word  to  our  colleagues  at  our  schools  and 
seminars. 

Rather  than  impose  on  your  time,  I  have  appended  some  additional  informa- 
tion. 

In  closing,  in  some  states,  people  on  welfare  have  this  type  of  footwear  cov- 
ered. Thus,  there  is  gross  discrimination  against  those  of  the  elderly  who  are 
not  on  welfare.  Some  of  these,  in  order  to  protect  themselves  against  the  worse 
trouble  to  be  expected  from  lack  of  proper  shoes  find  it  necessary  to  deprive- 
themselves  of  food,  heat,  clothing.  Some  just  lose  legs  and  die. 

Appendix  A — Types  of  Conditions  Requiring  Special  Shoes 

I.  Insensitive  feet 

A.  Diabetes  (especially  Juvenile  type). 

B.  Hansen's  disease  (leprosy). 

C.  Neuro-muscular  entities : 

(1)  Spinal:  (a)  Myelomeningocele;  (b)  spina  bifida;  (c)  tumors;  and  (d) 
trauma  (as  injury  resulting  in  paraplegia). 
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(2)  Cerebral :  as  Cerebral  Vascular  Accident  (stroke) . 
II.  Relief  of  Pain,  Disability  in  crippling  conditions  not  able  to  be  accommo- 
dated in  stock  shoes 

A.  Arthritis:  (1)  Rheumatoid;  (2)  osteo ;  (3)  gouty;  (4)  psoriatic,  and  (5) 
lupus  erythematosis. 

B.  Clawfoot. 

C.  Undercorreeted  clubfoot. 

D.  Equinus  foot. 

E.  Partial  amputation. 

F.  Limb  length  discrepancy. 

G.  Gross  size  differentials:  (1)  Between  the  two  feet,  and  (2)  beyond  the 
normal  limits  of  available  stock  shoes  (including  lymphatic  blockage). 

H.  Other  deformities : 

(1)  Residuals  of  polio. 

(2)  Unusual  shapes. 

( 3 )  Protuberances  : 

(a)  Exostoses:  (1)  Plantar;  (2)  Dorsal;  (S)  Retrocalcaneal ;  (4)  Bunions 
< unusual  size)  ;  and  (5)  Tailor's  Bunions  (unusual  size). 

(b)  Sequelae  of  accidents. 

I.  Burns:  (1)  Fire;  (2)  chemical;  (3)  electrical,  and  (4)  X-ray. 
J.  Scars:  (1)  Surgical,  and  (2)  accident. 

K.  Skin  graft:  Fragility,  and  (2)  scarring. 

L.  Contact  Dermatitis  (sensitivity  to  normal  shoe  components). 

Appendix  B — Shoes  and  Appurtenances  Authorized  as  Medicare  Benefits 

1.  Custom  molded  shoes. 

2.  Custom  made  shoes. 

3.  Extra  depth  shoes  (made  with  thick,  removable  innersoles  so  that  special 
insoles  may  be  accommodated) . 

4.  Innersoles  made  of  a  closed  cell  polyethylene  foam  (such  as  Plastazote®) 
which  approximates  the  density  of  the  sole  of  the  human  foot.  This  is  molded  to 
the  foot  so  as  to  cause  the  weight  to  be  borne  equally  from  heel  to  toe,  eliminat- 
ing any  points  of  unequal  pressure. 

5.  Shoes  made  of  Plastazote®.  Both  a  temporary  measure  and  also  useful  for 
patients  confined  to  wheelchairs  whereas  even  the  pressure  of  the  wheelchair 
may  produce  breakdown. 

6.  Rocker  bars  (as  for  diabetic  ulcers). 

7.  Rocker  soles  (for  Hallux  Rigidus) . 

8.  Foam  fillers  (for  forefoot  amputations). 

Note  :  The  only  shoe  presently  authorized  is  one  attached  as  an  integral  part 
of  a  brace. 

It  is  submitted  that  such  shoes,  although  they  ought  to  be  well  made, 
preferably  on  a  welt  construction  and  with  a  solid  sole,  are  not  particularly 
expensive.  Furthermore,  with  the  newly  emerging  polypropylene  braces,  there 
is  no  attachment  "as  an  integral  part  of  a  brace." 

The  footwear  contemplated  under  H.R.  5760  (and  its  counterpart,  S.2629) 
are  needed  in  only  a  relatively  small  number  of  cases;  the  lengthy  listing  is 
offered  only  to  prevent  exclusion. 

However,  in  those  few  cases,  the  need  is  critical  and  the  potential  for  reducing 
overall  costs  for  Medicare  is  exceptional. 

Appendix  C — Pedorthics — Definition 

Pedorthics  is  the  art  concerned  with  the  design,  manufacture,  fit  and  modifica- 
tion of  shoes  and  related  foot  appliances  as  prescribed  for  the  amelioration  of 
painful  or  disabling  conditions  of  the  foot  and  limb. 

Pedorthist,  one  who  practices  pedorthics  ;  a  prescription  shoe  fitter. 

C.  Ped.,  certified  pedorthist  ( credentialled  by  the  Board  for  Certification  in 
Pedorthics. 

Thursday,  February  2. 

Patient  seen  on  referral  of  cascular  surgeon  11-19-78.  Diabetic  ulcer  plantar 
aspect  1st  metatarsal  head  right. 

Used  Double  Depth  shoes,  lace  to  toe,  with  2  sets  of  Plastazote  (for 
change  off)  plus  high  rocker  bar  on  right  side,  placed  immediately  proximal  to 
the  lesion. 
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'February  13, 1978,  received  the  note  enclosed  in  a  Valentine  card : 
Dear  Dr.  Hack  :  My  doctor  saw  my  foot  yesterday  and  expressed  very  pleas- 
ant surprise  that  it  had  healed  so  well  so  quickly*  thanks  to  your  miracle  shoes. 
Next  week  I'll  see  Dr.  Whitten  the  vascular  man  who  recommended  you.  I'm 
sure  it  will  be  for  the  last  time.  Thanks  again.  You  and  your  shoes  surely  did 
something  for  me  I  like ! ! 
Sincerely, 


Mr.  Brodhead.  Thank  you,  Dr.  Hack. 
Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Mr.  Chairman.  I  would  like  to  thank  the 
panel.  I  think  down  the  line  today,  it  has  been  one  of  the  most  inter- 
esting* panels  we  have  had. 

I  would  like  to  ask  Dr.  Ordile  a  question.  I  understand  that  as  far 
as  certification  and  recertification  are  concerned,  your  services  are 
treated  differently  for  medicare  patients  than  they  are  for  your  regu- 
lar patients.  I  didn't  quite  understand  what  you  were  saying  on  that 
point. 

Dr.  Ordile.  Yes,  Mr.  Duncan,  that  is  true.  Medicare  is  the  only 
requirement,  the  only  health  program  where  podiatrists  cannot  or 
will  not  recertify  needs.  For  example,  I  think  that  this  is — I  just  re- 
cently received  this  letter  from  the  Westhoff  Memorial  Hospital.  Of 
course  I  am  in  Fort  Worth,  this  is  from  one  of  our  practitioners  in 
Florida. 

This  is  written  by  the  administrator  to  him  advising  him  that  the 
medical  records,  et  cetera,  were  recently  audited  and  it  states  in  the 
second  paragraph,  the  items  identified  for  attention  included,  (1)  to 
do  with  podiatrists,  and  it  is  rule  274  of  their  guidelines.  Rule  274 
regards  certification  and  recertification  statements  and  that  must  be 
signed  by  the  attending  physician  or  medical  staff  member  with 
knowledge  of  the  case  ordinarily  for  purposes  of  certification,  and 
recertification  must  meet  the  definition  contained  in  208  which,  of 
course,  does  include  podiatrists. 

However,  a  podiatrist  is  not  a  physician  for  this  purpose ;  that  the 
certification  and  recertification  statement  can  be  prepared  only  by  a 
physician  with  an  M.D. 

To  continue  back  in  this  paragraph  of  this  letter,  they  state : 

I  have  attached  a  copy  of  this  rule — which  I  just  read  to  you — so  that  you 
may  read  it  and  would  appreciate  your  assistance  and  compliance.  I  want  to 
emphasize  that  this  applies  only  to  medicare  patients. 

[Complete  text  of  letter  follows :] 

American  Podiatry  Association, 

Washington,  D.C.,  June  21,  1978. 

Hon.  John  J.  Duncan, 

U.S.  House  of  Representatives,  Rayourn  House  Office  Building,  Washington,  B.C. 

Dear  Mr.  Duncan:  Pursuant  to  our  testimony  Monday  afternoon,  I  am  en- 
closing herewith  the  letter  Dr.  Ordile  referenced  to  you.  It  is  grass  roots 
evidence  to  support  our  testimony  concerning  podiatrists'  inability  to  certify  or 
recertify  medical  necessity  under  Title  XVIII. 

Appreciating  very  much  your  inquiry,  please  do  not  hesitate  to  contact  me  if 
further  questions  remain. 
Yours  truly, 

John  R.  Carson, 
Director,  Department  of 

Governmental  Affairs. 

Enclosure. 
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Wxjesthoff  Memorial  Hospital, 
Rocldedge,  Fla.,  November  21,  1977. 

M.  H.  Weisberg,  D.P.M., 
Merritt  Island,  Fla. 

Dear  Dr.  Weisberg  :  The  hospital's  medical  records  were  recently  audited,  by- 
a  representative  of  the  Medicare  intermediary,  for  the  purpose  of  determining 
the  efficiency  of  our  utilization  review  plan. 

The  items  identified  for  attention  included  one  to  do  with  podiatrists  and  is 
Rule  No.  274  of  their  guidelines.  I  have  attached  a  copy  of  this  rule  so  that  you 
may  read  it  and  would  appreciate  your  assistance  in  compliance.  I  want  to 
emphasize  that  this  applies  only  to  Medicare  patients. 

If  you  have  any  questions  in  this  regard,  please  give  me  a  call. 
Very  truly  yours, 

John  H.  Boyle,  Administrator. 

Attachment. 

27^.    Who  may  sign  certification  or  recertification 

A  certification  or  recertification  statement  must  be  signed  by  the  attending 
physician  or  a  medical  staff  member  with  knowledge  of  the  case. 

Ordinarily  for  purposes  of  certification  and  recertification,  a  "physician"" 
must  meet  the  definition  contained  in  §  208.  However,  a  doctor  of  podiatry  or 
surgical  chiropody  is  not  a  "physician"  for  this  purpose.  Where  covered  pro- 
vider services  are  furnished  to  the  patient  of  a  podiatrist,  the  required  certifica- 
tion and  recertification  statement  can  be  prepared  only  by  a  physician  ivho  is  a 
doctor  of  medicine  or  osteopathy  or,  in  certain  circumstances,  a  doctor  of  den- 
tistry or  of  dental  or  oral  surgery.  (However,  no  certification  by  a  medical 
doctor  is  required  with  respect  to  a  podiatrist's  professional  service  to  his 
patients. ) 

Mr.  Duncan.  No  other. 

Dr.  Ordilb.  No  other.  This  is  from  the  administrator  of  that 
hospital. 

Mr.  Brodhead.  I  just  have  a  couple  of  questions. 

When  Mr.  White  was  testifying,  he  indicated  that  they  felt  that 
inclusion  of  orthopedic  shoes  would  "significantly  increase  benefit 
dollars." 

Now,  as  I  understand  your  testimony,  Mr.  Hack,  and  your  testi- 
mony, Mr.  Lefton,  you  feel  that  there  would  be  a  substantial  savings,, 
that  in  fact  there  would  not  be  a  large  cost  increase. 

Would  you  elaborate  on  that  a  little  bit?  I  think  I  would  like  to 
hear  comments  from  Dr.  Ordile  and  perhaps  Dr.  Weary  on  that  pointy 
too. 

Dr.  Hack.  It  is  our  contention  that  by  keeping  people  out  of  the 
hospital  we  could  save.  I  can  give  you  examples  of  cases  and  I  am 
sure  Mr.  Lefton  can.  A  man  was  in  the  hospital  for  3  months  for 
healing  of  a  diabetic  ulcer.  I  am  asked  to  go  over  the  hospital  to 
cast  him.  And  the  cost  of  the  shoes  in  those  days  was — that  is  when 
the  hospital's  costs  weren't  as  high — but  the  cost  of  the  shoes  would 
have  been  paid  for  in  a  day  and  a  half  of  that  3-month  hospital  stay ; 
and  with  the  polyethylene  foam,  and  the  plastazote  shoe  sole,  the 
rocker  bars,  and  so  on,  we  were  able  to  keep  him  out  of  the  hospital* 
Now,  all  diabetics  don't  progress  to  this  severe  condition. 

Usually  the  growth  onset,  the  juvenile  diabetic  has  the  problem 
because  that  is  a  situation  where  they  become  prematurely  blind  in 
many  cases,  also.  It  is  our  feeling  if  we  can  keep  them  out  of  the  hos- 
pital and  all  diabetics  don't  need  this,  but  those  that  start  to  show  the 
problems  can  be  kept  amputation-free,  and  at  least  we  can  prolong 
their  lives.  Nobody  can  give  them — as  Mr.  Lefton  said — new  arteries 
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imd  new  veins.  There  are  many  other  conditions  of  concern,  myelo- 
meningocele, spinal  bifida,  there  are  so  many.  The  doctors  to  my  left 
can  refresh  me  on  those.  But  they  are  diseases  which  cause  breakdown 
because  of  a  lack  of  feeling. 

Conversely,  the  severe  rhumatoid  arthritic,  people  with  many  dis- 
abling disorders,  can  be  helped  to  be  self-supporting  if  they  are  able 
to  walk  around  in  their  shoes,  in  proper  shoes. 

Incidentally  ^  I  also  know  about  plantar  warts,  and  I  agree  absolute- 
ly with  the  two  speakers-  to  my  left  about  the  need  that  they  should 
not  be  or  have  been  excluded. 

Mr.  Brodhead.  Thank  you.  Mr.  Lefton. 

Mr.  Lefton.  I  believe  the  big  area  of  confusion  lies  in  the  definition 
of  "orthopedic"  shoes. 

As  I  said,  orthopedic  shoes  are — we  are  talking  about  a  broad  cate- 
gory which  is  why  we  ask  for  redefinition.  If  I  could  read  you  the 
specific  area  that  we  would  want  the  bill  changed  to,  this  would  be 
paragraph  number  10,  and  it  should  read : 

Extra  depth,  custom  molded,  or  conventional  shoes  as  modified  by  prescrip- 
tion of  a  physician,  surgeon,  or  other  practitioner  who  is  licensed  by  the  State 
to  prescribe  such  devices  which  is  designed  to  accommodate  insensitive  and/or 
hypersensitive  feet,  feet  distorted  by  accident,  disease  or  genetic  defect,  or  limb 
length  and/or  foot  size  discrepancy. 

Now,  in  the  world  of  shoes,  orthopedic  shoes  are  a  very  small  group 
of  shoes.  I  would  say  probably  less  than  2  percent  of  the  total  shoe 
manufacturing  production.  In  the  world  of  orthopedic  shoes,  the  type 
of  shoes  that  we  are  talking  about  probably  amount  to  less  than  5  per- 
cent of  the  orthopedic  categories. 

I  believe  the  gentleman  from  the  insurance  company  was  looking  at 
this  wide-open  broad  area  of  orthopedic  footwear  and  it  could  mean 
anything  from  a  basic  oxford  that  I  am  sure  any  medicare  recipient 
could  use,  to  a  pair  of  orthopedic  sandals  that  feel  good  and  look  com- 
fortable. But  that  is  not  what  we  are  advocating.  We  are  advocating 
specific  shoes  for  specific  problems. 

Mr.  Brodhead.  Thank  3'ou. 

Dr.  Ordile,  could  you  contribute  anything  to  this  discussion  at  this 
point,  or  do  you  care  to  ? 

Dr.  Ordile.  Well,  I  think  that  the  panel  would  certainly  under- 
stand that  a  podiatrist  as  well  as  the  orthopedist  as  well  as  anyone 
else  in  medicine,  looks  upon  the  broad  concept  of  shoes  as  a  material 
to  house  and  protect  the  foot,  as  in  clothing,  with  the  exception  of  the 
fact  we  are  asked  to  carry  out  our  duties  on  hard  surfaces  so  we  need 
certainly  a  shoe  that  is  strong  enough  to  withstand  the  stress,  and  we 
need  certain  types  of  shoes  for  prosthetics. 

However,  as  far  as  the  podiatrist  and  the  ordinary  shoe  is  con- 
cerned we  are  interested  in  fit,  that  it  is  a  sturdy  shoe,  et  cetera. 

Now,  there  is  no  question  but  that  there  is  a  certain  percentage, 
small  percentage  of  people — particularly  the  rheumatoid  arthritics, 
people  that  have  had  amputations,  et  cetera — that  need  particularly 
unique  types  of  shoes  for  that  individual.  Of  course,  this  is  an  en- 
tirely different  thing,  this  is  used  on  a  small  percentage  of  the  people. 

So  to  talk  about  shoes  is  rather  a  broad  subject.  It  depends  upon 
what  area  of  prescription  shoes  you  are  talking  about.  Normally,  any 
foot  shoe  that  is  fit,  and  is  sturdy,  and  fits  the  ordinary  patient  with 
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enough  room  for  the  foot,  and  meets  the  other  factors  concerning 
prosthetics  is  a  good  shoe.  But  there  a  small  percentage  that  require 
special  types. 

Mr.  Brodhead.  Dr.  Weary. 

Dr.  Weary.  Yes ;  I  would  be  pleased  to  comment  about  that.  I  have 
no  stock  in  any  footwear  companies  so  I  can  be  fairly  objective  about 
this. 

I  agree  very  much  with  the  panelists  that  this  ver;yT  probably  would 
be  a  cost  effective  type  of  approach.  It  is  true  that  I  don't  think  you 
are  talking  about  a  large  number  of  individuals  but  those  individuals 
that  we  see,  and  we  see  individuals  of  this  type  ourselves  for  one 
reason  or  another,  present  tremendous  problems.  It  can  be  very  help- 
ful to  have  them  fitted  with  special  shoes  that  protect  and  pad  and 
remove  the  weight-bearing  on  these  areas.  I  think  it  is  a  particular 
problem  for  diabetics  and  rheumatoid  arthritics.  I  would  agree  that 
anything  that  keeps  people  out  of  the  hospital  is  cost  effective ;  the  big 
problem  with  third-party  payment  is  that  it  encourages  hospitaliza- 
tion. Anything  that  keeps  that  down,  and  stresses  ambulatory  care 
would  be  cost  effective  as  a  mechanism. 

I  would  certainly  agree  with  that. 

Mr.  Brodhead.  Thank  you  very  much,  Dr.  Weary. 

Thank  you,  members  of  the  panel,  for  being  with  us  today. 

Our  next  panel  is  Toby  Edelman  and  Dorothy  Kallgren. 

Welcome  to  the  committee,  Ladies. 

Please  proceed  with  your  statements. 

STATEMENT  OP  TOBY  S,  EDELMAN,  STAFF  ATTORNEY,  NATIONAL 
SENIOE  CITIZE2TS  LAW  CENTEH 

Ms.  Edelman.  My  name  is  Toby  Edelman,  and  I  am  staff  attorney 
with  the  National  Senior  Citizens  Law  Center.  I  would  like  to  thank 
the  committee  members  for  this  opportunity  to  appear  today  to  dis- 
cuss the  issue  of  the  rights  of  nursing  home  residents.  I  hope  that  I 
will  be  able  to  suggest  enough  areas  of  interest  that  the  committee 
will  decide  to  develop  a  full  set  of  hearings  on  the  issue  of  nursing 
home  residents'  rights.  I  have  a  prepared  statement  which  I  would 
like  to  have  included  in  the  record. 

The  National  Senior  Citizens  Law  Center  is  a  legal  services  sup- 
port center  funded  by  both  the  Legal  Services  Corporation  and  the 
Administration  on  Aging  of  the  Department  of  LIEW.  LTnder  our 
legal  services  grant  we  work  with  local  legal  services  programs  on 
the  problems  of  their  elderly  poor  clients.  Under  our  AOA  grant 
we  work  to  expand  legal  services  for  elderly  people. 

My  area  of  concern  at  the  law  center  is  nursing  homes.  I  am  vir- 
tually in  daily  contact  with  legal  services  attorneys,  nursing  home 
ombudsmen,  legal  services  developers,  citizen  groups  working;  for 
nursing  home  reform,  and  state  and  area  agency  on  aging  officials 
throughout  the  country,  discussing  problems  of  their  elderly  nursing 
home  clients.  My  testimony  is  based  on  my  discussions  with  these 
people  across  the  country  and  with  my  own  experience  representing 
nursing  home  residents. 

It  is  the  concensus  of  many  attorneys  who  represent  nursing  home 
residents  that  the  main  problem  in  the  area  of  residents'  rights  is 
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lack  of  enforcement.  The  present  Federal  regulations  set  out  a  num- 
ber of  "rights,"  but  if  a  right  is  violated  there  is  no  explicit  remedy 
provided  by  the  law.  H,R.  9720,  the  patients'  bill  of  rights  bill  intro- 
duced by  Congressmen  Cohen  and  Pepper,  would  go  a  long  way  to 
remedying  this  problem. 

The  need  for  this  bill  is  highlighted  by  one  of  the  most  serious 
violations  of  residents'  rights  that  occurs  on  a  daily  basis — that  is  in- 
voluntary nursing  home  transfer.  By  that  I  mean  the  move  from 
one  facility  to  another  when  the  move  is  not  initiated  by  the  resident 
or  by  his  family. 

Transfers  of  this  sort  are  life  threatening  to  elderly  people.  While 
moving  is  generally  for  many  people  quite  difficult,  for  elderly  nurs- 
ing home  residents  it  may  literally  mark  the  end  of  their  lives. 

There  is  a  phenomenon  which  has  been  identified  in  the  literature 
as  transfer  trauma  which  reports  that  the  mortality  rate  for  invol- 
untarily transferred  nursing  home  residents  can  increase  by  100 
percent  and  more  over  the  rate  for  nontransfered  people.  Some  stud- 
ies have  shown  increases  of  500  percent  and  more  in  the  mortality 
rate.  In  other  words,  if  elderly  people  are  moved  without  adequate 
preparation,  they  will  die. 

At  this  time,  the  research  has  gotten  beyond  the  point  of  proving 
that  involuntary  transfer  is  deadly.  The  research  of  Dr.  Leon 
Pastalan,  director  of  the  Institute  of  Gerontology  at  the  University 
of  Michigan,  has  been  able  to  identify  which  people  are  statistically 
most  likely  to  die  and,  in  a  more  positive  vein,  what  can  be  done  to 
reduce  the  effects  of  transfer  trauma. 

Dr.  Pastalan  has  developed  a  plan  for  the  State  of  Pennsylvania 
called  the  Pennsylvania  relocation  plan  under  which  about  1,000 
people  have  been  moved  in  the  past  few  years.  For  people  moved  un- 
der the  Pennsylvania  plan,  the  mortality  rate  is  significantly  re- 
duced. In  fact,  it  is  less  for  people  moved  under  that  plan  than  for 
people  who  stayed  where  they  were  in  nursing  homes  in  Pennsyl- 
vania. The  mortality  rate  for  nursing  home  residents  in  Pennsylvania 
in  1974  was  26  percent  ;  for  residents  moved  under  this  plan,  22  per- 
cent. This  is  in  sharp  contrast  to  the  increased  mortality  rates  of  100 
or  500  percent. 

Although  the  Administration  on  Aging  alerted  the  State  and  area 
agencies  on  aging  as  far  back  as  1975  of  the  phenomonon  of  transfer 
trauma  and  sent  copies  of  Dr.  Pastalan's  Pennsylvania  plan  as  a 
model  to  follow,  there  has  been  very  little  followup  nationwide.  Most 
States,  in  the  absence  of  a  strong  Federal  mandate,  have  not  followed 
the  Pennsylvania  lead.  I  mentioned  that  Pennsylvania  has  moved 
1,000  people  in  the  last  several  years  under  its  pi  an.  This  points  up 
how  common  transfer  really  is.  People  are  moved  daily.  The  reasons 
for  the  moves  vary.  Sometimes  people  are  moved  because  the  facility 
is  closed  for  failure  to  comply  with  Federal  life  safety  codes;  some- 
times because  the  utilization  review  committee  determines  that  a  resi- 
dent needs  care  of  a  lower  level. 

One  reason  for  involuntary  transfer  is  particularly  callous.  Some 
nursing  homes  regularly  transfer  their  residents  who  exhaust  their 
personal  resources  and  are  forced  to  go  on  medical  assistance.  The 
problem  is  a  serious  one.  A  person  enters  the  nursing  home  as  a  pri- 
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vate  pay  resident.  With  rates  of  $1,000  and  more  per  month,  a  not 
uncommon  amount,  it  does  not  take  very  long  for  a  person  to  use  up 
his  entire  life  savings.  At  that  point  some  nursing  homes  tell  their 
residents  to  leave.  Our  law  center  has  been  involved  with  two  local 
level  services  programs  in  litigation  directly  on  this  point.  In  one  of 
our  cases  in  New  Hampshire,  the  named  plaintiff  spent  her  life  sav- 
ings of  $16,000  in  13  months  and  then  was  told  she  had  to  leave  the 
facility. 

Last  week  a  legal  services  attorney  in  Michigan  told  me  of  an  in- 
cident where  an  80-year-old  woman  had  spent  her  life  savings  of 
$60,000,  pa}dng  at  the  rate  of  $57  per  day,  and  at  that  point  was 
evicted  by  the  nursing  home.  In  2  weeks  she  died. 

The  present  Federal  regulations  theoretically  regulate  the  area  of 
transfer  and  permit  transfer  only  for  residents'  own  welfare,  for  the 
welfare  of  other  residents,  or  for  nonpayment  of  the  bill.  Trying  to 
enforce  this  right  not  to  be  transferred  except  for  limited,  specified 
reasons,  however,  is  another  matter. 

Advocates  for  nursing  home  residents  believe  the  Federal  regula- 
tions need  an  enforcement  mechanism  for  residents'  rights.  The 
mechanism  should  both  create  an  administrative  procedure  and 
authorize  court  action. 

I  would  like  to  point  out  in  this  connection  that  a  number  of  state 
bills  of  rights  for  nursing  home  residents  do  include  enforcement 
mechanisms  and  explicitly  allow  residents  to  go  to  court  to  enforce 
their  rights  directly. 

With  certain  modifications,  which  I  discuss  in  my  prepared  testi- 
mony in  some  detail,  we  believe  that  H.R.  9720  is  a  very  good  bill 
and  should  be  enacted. 

Since  I  was  told  that  I  have  5  minutes,  I  believe  I  should  stop 
here,  but  I  would  be  happy  to  answer  any  questions  the  members  of 
the  committee  may  have. 

[The  prepared  statement  follows :] 

Statement  of  Toby  Sambol  Edelman,  National  Senior  Citizens  Law  Center 

I  am  Toby  Sambol  Bdelman,  a  staff  attorney  with  the  Washington,  D.C.  office 
of  the  National  Senior  Citizens  Law  Center. 

The  National  Senior  Citizens  Law  Center  is  a  national  support  center,  with 
offices  in  Los  Angeles  and  Washington,  D.C.  specializing  in  the  legal  problems  of 
elderly  poor  people.  We  are  funded  by  the  Legal  Services  Corporation  and  the 
Administration  on  Aging  of  the  Department  of  Health,  Education  and  Welfare. 
Pursuant  to  the  Law  Center's  Administration  on  Aging  grant,  we  provide  tech- 
nical assistance  to  state  and  local  offices  on  aging,  with  a  view  toward  expand- 
ing the  delivery  of  legal  services  to  elderly  persons. 

Under  our  Legal  Services  Corporation  grant,  our  principal  function  is  provid- 
ing support  services  to  legal  services  attorneys  throughout  the  country  on  the 
legal  problems  of  their  elderly  clients.  In  this  connection,  we  respond  to  re- 
quests from  legal  service  attorneys  for  assistance  in  areas  of  the  law  which 
substantially  affect  elderly  people. 

My  area  of  concentration  at  the  Law  Center  is  nursing  homes.  I  am  virtually 
in  daily  contact  with  legal  services  attorneys,  nursing  home  ombudsmen,  legal 
services  developers,  citizen  groups  working  for  nursing  home  reform,  and  state 
and  area  agency  on  aging  officials  throughout  the  country,  discussing  problems 
of  their  elderly  nursing  home  clients. 

What  I  would  like  to  address  in  my  testimony  is  the  area  of  patients'  rights.1 


1  The  preferred  term  to  describe  persons  who  live  in  nursing  homes  is  "residents." 
"Patients"  implies  hospitals. 
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In  particular,  I  would  like  to  focus  on  the  issue  that  is  most  vivid  for  residents' 
advocates — involuntary  transfer  of  nursing  home  residents. 

My  testimony  will  begin  with  a  brief  summary  of  the  residents'  rights  issue, 
turn  to  a  description  of  the  nursing  home  population,  describe  the  nursing  home 
transfer  problem  as  it  appears  to  residents'  advocates,  and  finally,  conclude 
with  an  analysis  of  H.R.  9720,  Congressman  William  S.  Cohen's  Patients'  Bill  of 
Rights  bill. 

ii.  residents'  rights  :  the  lack  of  enforcement 

It  is  the  consensus  of  many  attorneys  who  represent  nursing  home  residents 
that  the  main  problem  in  the  area  of  residents'  rights  is  lack  of  enforcement. 
While  the  federal  regulations  and  many  states'  laws  as  well  set  forth  a  number 
of  "rights"  that  nursing  home  residents  should  enjoy,  there  is  very  little  en- 
forcement of  those  rights.  Federal  and  state  agencies  have  been  almost  uni- 
formly delinquent  in  allowing  the  "rights"  they  theoretically  guarantee  their 
residents  to  be  trampled.  An  explicit  right  of  private  enforcement  is  desperately 
needed.  In  addition,  third  party  assistance  in  enforcement  of  residents'  rights  is 
particularly  necessary  since  nursing  home  residents  are  often  unable  to  enforce 
their  rights  personally ;  they  are,  in  large  measure,  a  non-challenging  group, 
and  as  the  description  below  will  make  clear,  many  nursing  home  residents  are 
old.  vulnerable  and  dependent  on  the  facilities  for  assistance  in  the  activities 
of  daily  living.  They  cannot  challenge  the  institutions  that  give  them  assistance 
in  intimate  daily  life  functions. 

One  residents'  rights  issue  I  hear  about  almost  daily — and  one  which  is  cer- 
tainly one  of  the  most  egregious  illustrations  of  abuse  of  residents'  rights — is 
the  issue  of  involuntary  nursing  home  transfer.  As  I  will  describe  more  fully 
below,  nursing  home  residents  are  cavalierly  moved  from  one  facility  to  an- 
other, with  life-threatening  consequences,  without  the  adequate  and  relatively 
simple  preparation  that  could  literally  save  their  lives. 

III.  THE  NURSING  HOME  POPULATION 

Any  discussion  of  nursing  home  residents'  rights  would  be  almost  meaningless 
without  an  understanding  of  who  lives  in  nursing  homes  and  why  they  are 

there. 

First,  the  nursing  home  population  is  generally  old.  The  mean  age  of  nurs- 
ing home  residents  is  SI.2  More  than  S9  percent  of  the  residents  are  65  years 
of  age  or  older.3 

The  generally  old  age  of  most  nursing  home  residents  tells  us  more  than  that 
they  have  lived  a  long  time.  What  is  suggests  is  that,  like  other  old  people, 
nursing  home  residents  will  typically  have  experienced  a  number  of  losses  in 
their  lives.  Friends  and  family,  and  in  many  instances  even  children,  will  have 
died,  leaving  nursing  home  residents  as  survivors.  This  isolation  is  borne  out 
by  the  harsh  statistic  that  half  of  all  nursing  home  residents  have  no  close 
family  ties  at  all ; 4  any  and  all  human  contacts  they  have  lie  within  the  f acility. 

While  nursing  home  residents,  like  other  persons  confined  to  institutions,  are 
dependent  on  their  institutions  for  the  necessities  of  life,  their  dependency  may 
be  even  more  acute  than  that  of  other  institutionalized  persons.  Many  nursing 
home  residents  must  depend  on  the  facilities  for  assistance  in  activities  of 
daily  living;  more  than  half  need  help  in  walking  and  bothing ;  nearly  half 
need  help  in  dressing;  and  more  than  one  in  ten  needs  help  in  eating.5  The 

-'National  Center  for  Health  Statistics:  Charges  for  Care  and  Sources  of  Payment  for 
Residents  in  Nursing  Homes.  United  States.  1973-74:  National  Nursing  Home  Survey. 
Vital  and  Health  Statistics.  Series  IS — No.  32.  PHEW  Pub.  No.  (PHS)  7S-17S3.  Public 
Health  Service.  Washington.  U.S.  Government  Printing  Office,  November,  1977,  p.  2 
[hereinafter  Charges  for  Care], 

sId. 

*  Subcommittee  on  Long-Te^m  Care  of  the  Senate  Special  Connnittee  on  Aging,  Curs- 
ing Home  Care  in  the  United  States:  Failure  in  Public  Policj',  Introductory  Report, 
S.Rep.  No.  93-1420,  93d  Cong.,  2d  Sess.  (1974).  p.  16.  [hereinafter  Introductory 
Report]. 

5  see  Subcomm.  on  Health  and  Lono-Term  Care  of  the  House  Select  Comm.  on  Acing, 
New  Perspectives  in  Health  Care  for  Older  Americans,  94th  Cong.,  2d  Sess.  (1976), 
p.  7.  Congressional  hearings  calling  for  "alternatives  to  institutionalization"  are  legion. 
Among  the  recent  hearings  are:  Health  Care  for  Older  Americans — The  -^Alternatives" 
Issue-'  hearings  before  the  Senate  Special  Connnittee  on  Aging  (3  Parts).  95th  Cong., 
1st  Sess.  (1977)  :  Housino  the  Elderly:  Integration  on  Health  and  Social  Services: 
Joint  Hearing  before  the  Subcom.  on  Health  and  Long-Term  Care  and  the  Subeom.  on 
Housing  and  Consumer  Interests  of  the  House  Select  Comm.  on  Aging,  95th  Cong..  1st 
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implications  of  this  extreme  psychological  and  physical  dependency  when  resi- 
dents' rights  are  violated  can  be  neither  overlooked  nor  ignored. 

Elderly  people  live  in  nursing  homes  for  a  variety  of  reasons.  A  large  seg- 
ment of  the  nursing  home  population  is  institutionalized  because  of  the  lack 
of  community-based  alternative  health-care  delivery  systems.  The  two  primary 
health  care  payment  systems,  Medicare  and  Medicaid,  encourage  institutional- 
ization by  their  reimbursement  systems,  leading  to  an  institutional  bias  that 
has  been  repeatedly  denounced.6  The  Congressional  Budget  Office  has  estimated 
that  20  to  40  percent  of  all  nursing  home  residents  "could  be  cared  for  at  less 
intensive  levels  were  adequate  community-based  care  available."  7 

In  large  part,  nursing  homes  have  also  become  the  dumping  ground  for  re- 
leased mental  patients.  Since  the  development  of  this  country's  explicit  national 
policy  to  de-institutionaiize  the  mentally  disabled  in  1963,  the  nation's  mental 
hospitals  have  experienced  a  drastic  reduction  in  patient  population.  Between 
1963  and  June,  1974,  the  resident  population  of  public  mental  hospitals  de- 
clined dramatically  by  57  percent  from  559,000  persons  to  215,000  persons.8 
While  exact  numbers  are  not  available,  it  is  clear  that  many  formerly  hos- 
pitalized persons  were  released  to  nursing  homes.  The  Comptroller  General 
estimates  that  at  the  present  time,  "more  mentally  ill  persons  reside  in  nurs- 
ing homes  than  in  public  mental  hospitals." 9  Data  compiled  by  the  National 
Institute  of  Mental  Health  support  this  estimate.  NIMH  data  indicates  that : 

"*  *  *  nursing  homes  are  the  largest  single  place  of  care  for  the  mentally 
ill.  They  represent  29.3  percent,  or  $4.2  billion,  of  the  estimated  total  direct 
care  costs  for  the  mentally  ill  of  $14.5  billion  in  1974.  In  contrast,  State,  county, 
and  other  public  mental  hospitals  accounted  for  22.8  percent  of  the  total  direct 
care  costs."  10 

The  total  number  of  people  institutionalized  in  nursing  homes  is  truly  stag- 
gering. On  any  given  day,  more  than  one  million  persons  are  institutionalized 
in  nursing  homes,11  and  the  number  may  be  approaching  one  and  a  half  million 
people.  While  one  million  people  represent  only  5  percent  of  the  country's 
elderly  population,  studies  reported  by  the  Subcommittee  on  Long-Term  Care 
of  the  Senate  Special  Committee  on  Aging  indicate  that  approximately  one  out 
of  five  persons  will  live  some  part  of  his  or  her  life  in  a  nursing  home. 

The  characteristics  of  the  nursing  home  population  have  significant  impli- 
cations for  the  enforcement  of  nursing  home  residents'  rights.  Since  many  resi- 
dents are  dependent  on  the  facilities  for  assistance  in  the  activities  of  daily 
living,  they  may  be  unwilling  to  question  the  facilities.  Since  many  residents 
are  physically  debilitated  and  at  times  mentally  confused,  they  may  lack  the 
physical  and  emotional  strength  to  challenge  the  facilities.  Since  many  residents 
are  alone  and  have  not  family  or  friends  to  visit  them,  there  may  be  no  one 
to  speak  up  on  their  behalf. 


Sess.  (1977)  ;  Field  Delivery  of  Home  Health  Services:  Hearing  before  the  Subcom.  on 
Health  and  Long-Term  Care  of  the  House  Select  Comm.  on  Aging,  94th  Cong.,  2d  Sess. 
(1976)  ;  Home  Health  Care  Services — Alternatives  to  Institutionalization:  Hearing 
before  the  Subcom.  on  Health  and  Long-Term  Care  of  the  House  Select  Comm.  on  Aging, 
94th  Cong.,  1st  Sess.  (1975)  ;  Innovative  Alternatives  to  Institutionalization  ( Minne- 
apolis Age  &  Opportunity  Center,  Inc.):  Hearings  before  the  Subcomm.  on  Health  and 
Long-Term  Care  of  the  House  Select  Comm.  on  Aging,  94th  Cong.,  1st  Sess.  (1975)  ; 
Auditing  of  Nursing  Homes  and  Alternatives  to  Institutionalization:  Hearings  before 
the  Subcomm.  on  Health  and  Long-Term  Care  of  the  House  Select  Comm.  on  Aging, 
94th  Cong.,  1st  Sess.  (1975)  ;  and  Specialized  Housing  and  Alternatives  to  Institution- 
alization: Hearings  before  the  Special  Studies  Subcomm.  of  the  House  Comm.  on  Gov- 
ernment Operations,  93rd  Cong.,  2d  Sess.  (1974). 

6  Recent  reports  include :  Senate  Special  Comm.  on  Aging,  Adult  Day  Facilities  for 
Treatment,  Health  Care,  and  Related  Services,  94th  Cong.,  2d  Sess.  (1976)  ;  Subcomm. 
on  Health  and  Long-Term  Care  of  the  House  Select  Comm.  on  Aging,  Neiv  Perspectives 
in  Health  Care  for  Older  Americans,  94th  Cong.,  2d  Sess.  (1976)  ;  Senate  Special  Comm. 
on  Aging,  Home  Health  Services  in  the  United  States:  A  Working  Paper  on  Current 
Status  (Together  with  Recommendations  and  A  Summary  of  Proceedings  from  a  Con- 
ference: "In-Home  Services:  Toward  a  National  Policy,"  Columbia,  Md.,  June,  1972), 
93d  Cong.,  1st  Sess.  (1973). 

7  Congressional  Budget  Office,  Long-Term  Care  for  the  Elderly  and  Disabled  (Budget 
Issue  Paner)  (February,  1977),  p.  x.  A  Summary  of  Studies  of  Inappropriate  Utiliza- 
tion of  Nursing  Homes  appears  at  pp.  55-58  of  the  CBO  Paper  as  Appendix  B. 

6  Comptroller  General  of  the  United  States,  Returning  the  Mentally  Disabled  to  the 
Community:  Government  Needs  to  Do  More  (HRD— 76— 152)   (January  8,  1977),  p.  8. 

8  Id.,  p.  10. 

10  Id.,  p.  11. 

11  Charges  for  Care,  p.  2. 
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IV.  THE  NURSING  HOME  TRANSFER  PROBLEM 

A.  Transfer  trauma 

The  involuntary  transfer  of  elderly,  dependent  nursing  home  residents  from 
one  facility  to  another  is  often  a  life-threatening  event.  While  moving  is  gen- 
erally difficult  for  many  people,  for  elderly  nursing  home  residents,  it  may 
mark  the  end  of  their  lives. 

Many  studies  have  documented  the  severe  effects  of  unplanned  and  involun- 
tary transfers  on  elderly  nursing  home  residents.  Almost  uniformly,  the 
studies  have  documented  the  workings  of  a  mechanism,  labelled  "transfer 
trauma,"  which  causes  increased  mortality  rates  in  abruptly  transferred 
elderly  persons.  The  grim  fact  is  that  mortality  rates  for  involuntarily  trans- 
ferred residents  have  been  reported  to  have  increased  by  100  percent  and  more 
over  the  rates  for  non-transferred  persons.12 

The  research  conducted  in  this  area  has  been  able  not  only  to  document  the 
general  phenomenon  of  increased  mortality  rates  but  also,  more  recently,  to 
identify  statistically  which  elderly  nursing  home  residents  are  most  likely  to 
suffer  the  effects  of  transfer  trauma.  A  1970's  study  Forced  Relocation:  Set- 
ting, Staff  and  Patient  Effects,  funded  by  the  National  Institute  of  Mental 
Health  of  the  United  States  Public  Health  Service,  found  that  persons  78  years 
and  older  who  were  involuntarily  transferred  were  twice  as  likely  to  die  as 
persons  of  the  same  age  who  were  not  forced  to  be  moved. 

While  advanced  age  is  the  strongest  predictor  of  mortality,  two  other  factors 
have  been  identified  as  closely  correlated  with  increased  mortality  following 
involuntary  transfer:  prognosis  and  mental  status.13  Elderly  persons  whose 
prognosis  is  poor  and  those  who  are  mentally  confused  are  more  likely  to  die 
after  they  are  involuntarily  transferred  than  those  whose  prognosis  is  good 
or  those  who  are  mentally  alert.  Other  factors  associated  with  mortality  to  a 
lesser  though  still  significant  extent  are  distance  moved  (the  greater  the  dis- 
tance, the  higher  the  mortality  rate)  and  pre-  and  post-move  resident  attitude 
(those  who  are  submissive  or  passive  before  the  move  are  more  likely  to  die 
than  those  who  take  an  active  stance  resisting  transfer:  but  those  who  resist 
relocation  after  it  has  occurred  are  more  likely  to  die  than  those  who  accept 
the  move)  .14 

Dr.  Leon  A.  Pastalan,  Director  of  the  Institute  of  Gerontology  at  the  Uni- 
versity of  Michigan,  who  was  a  co-principal  investigator  of  the  NIMH  study 
along  with  Dr.  Norman  Bourestan,  has  continued  his  research  in  the  field  of 
transfer  trauma  by  developing  a  relocation  plan  for  the  Commonwealth  of 
Pennsylvania.  The  Relocation  Plan  employs  a  number  of  intervention  mech- 
anisms which  are  intended— and  succeed- — in  substantially  reducing  the  lethal 
effects  of  involuntary  transfer.  The  research  component  of  the  Pennsylvania 
Relocation  Plan  has  analyzed  both  the  mortality  rates  of  persons  moved  under 
the  plan  and  the  factors  which  contribute  to  reduced  mortality. 

The  most  astounding  aspect  of  the  Pennsylvania  Relocation  is  that  it  works. 
While,  as  noted  above,  the  mortality  rate  for  involuntarily-transferred  elderly 
persons  has  been  reported  to  increase  by  100  percent  and  more,  the  mortality  rate 
for  persons  moved  under  the  Pennsylvania  plan  drops  dramatically.  In  fact,  while 
the  mortality  rate  for  nursing  home  residents  in  Pennsylvania  in  1974  was 
28.6  percent,  the  mortality  rate  for  persons  moved  under  the  Relocation  Plan 
was  22  percent.15  In  other  words,  nursing  home  residents  in  Pennsylvania  were 
more  likely  to  live  if  they  moved  than  if  they  stayed  where  they  were. 

The  intervention  mechanism  found  to  be  most  highly  correlated  with  de- 
ceased mortality  is  site  visits.  By  site  visit,  the  Plan  means  a  visit  to  the 
facility  to  which  the  person  will  be  transferred,  with  an  opportunity  to  engage 
in  such  activities  as  meeting  staff  and  other  residents,  eating  a  meal,  partic- 
ipating in  the  facility's  activities.  Group  discussion  and  personal  counseling 
are  two  other  preparation  tools  with  proven  effects  of  reducing  mortality. 


12  Summaries  of  the  relocation  literature  appear  in  Center  for  Public  Representation 
(Madison,  Wisconsin),  Transfer  Trauma  in  Nursing  Home  Residents:  An  Annotated 
Bibliography,  and  Schulz  and  Brenner,  "Relocation  of  the  Aged  :  A  Review  and  Theo- 
retical Analysis, "  32  Journal  of  Gerontology  323  (1977).  Bourestom  and  Pastalan,  Final 
Report,  Forced  Relocation:  Setting,  Staff  and  Patient  Effects  (April,  1975). 

13  Institute  of  Gerontology,  University  of  Michigan,  Pennsylvania  Nursing  Home  Relo- 
cation Program:  Interim  Research  Findings  (April,  1976),  p.  4. 

14  Id.,  pp.  4,  7. 

15  Id.,  p.  14. 
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In  summary,  transfer  trauma  is  a  documented  phenomenon  which  recognizes 
that  elderly  nursing  home  residents  who  are  involuntarily  transferred  from 
one  nursing  home  to  another  are  likely  to  die  in  dramatically  increased  num- 
bers. At  this  point,  research  has  identified  which  residents  are  most  vulnerable 
and  what  intervention  mechanisms  can  significantly  reduce  their  mortality. 

B.  Reasons  for  involuntary  transfer 

Involuntary  transfers  are  carried  out  for  a  wide  variety  of  reasons  which 
range  from  the  comparatively  laudable  to  the  grossly  contemptible. 

Various  state  agencies  are  charged  with  enforcing  the  state  and  federal  laws 
concerning  nursing  homes.  When  they  do  enforce  the  laws,  involuntary  trans- 
fers often  result.  On  occasion,  for  example,  the  single  state  agency  responsible 
for  enforcing  the  Medicaid  law  concludes  that  a  facility  is  not  in  compliance 
with  the  law  and  that  its  certification  as  a  Medicaid  provider  must  be  termi- 
nated. 

In  such  situations,  the  residents  whose  care  is  paid  for  by  Medicaid  must  be 
moved  to  facilities  which  are  certified.  De-certifications  of  facilities  which  fail 
to  meet  the  Life  Safety  Code  place  residents'  advocates  in  a  Catch-22  situation. 
On  the  one  hand,  we  applaud  government  efforts  to  enforce  regulations  de- 
signed to  protect  residents.16  On  the  other  hand,  using  an  enforcement  mech- 
anism— decertification — which  requires  people  to  be  moved,  which  increases 
their  chances  of  dying  immediately — is  hardly  a  solution.  Residents'  advocates 
find  themselves  in  the  peculiar  position  of  trying  to  stop  transfers  from  some- 
times even  admittedly  bad  facilities  because  the  "cure"  of  transfer  is  worse 
than  the  illness.  A  case  on  this  point  is  presently  in  litigation  in  Toledo,  Ohio. 
Cornell  v.  Greasy,  C.A.  No.  C-77^34,  (N.D.  Ohio,  filed  August  23,  1977).  Last 
year,  Ohio  de-certified  hundreds  of  facilities,  requiring  the  transfer  of  literally 
thousands  of  residents.  A  major  purpose  of  the  Cornell  case  was  to  stop  the 
transfers  until  adequate  transfer  plans  could  be  developed  and  implemented. 

It  should  be  noted  that  in  decertification  and  other  similar  enforcement 
actions,  the  interests  and  views  of  residents  are  neither  solicited  nor  con- 
sidered. In  New  Jersey,  when  the  largest  Medicaid-certified  nursing  home  was 
ordered  de-certified  by  HEW,  the  residents  (and  the  state)  had  to  file  suit  in 
federal  district  court  to  get  hearing  for  their  arguments  that  the  facility  should 
not  be  de-certified.  Klein  v.  Mathevcs,  430  F.Supp.  1005  (D.N.J.  1977). 

A  second  common  but  somewhat  less  laudable  reason  for  involuntary  nurs- 
ing home  transfers  is  utilization  review.  The  federal  Medicaid  law  reimburses 
nursing  homes  for  providing  different  levels  of  care;  in  contrast  to  Medicare, 
which  reimburses  only  for  skilled  nursing  care,  Medicaid  pays  for  both  skilled 
and  intermediate  nursing  care.  These  levels  of  care,  though  statutory  in 
origin,  are  basically  artificial.  They  essentially  represent  levels  in  intensity 
and  frequency  of  nursing  care  that  is  needed,  but  they  are  not  terms  that  have 
meaning  in  nursing  care  outside  the  Medicaid  law.  Part  of  the  Medicaid  law, 
however,  insists  that  nursing  home  residents  receive  only  the  level  of  care 
they  need,  and  no  higher.  When  a  UR  decision  is  made  that  a  person  is  in  one 
level  of  care  but  needs  a  lower  level,  the  frequent  result  is  that  the  person  must 
be  moved  to  a  new  facility. 

As  with  the  "enforcement"  transfers,  UR  decisions  do  not  consider  the 
physical  or  psychological  trauma  to  a  resident  which  a  transfer  could  cause. 
Nor,  generally,  do  they  consider  whether  a  facility  providing  the  lower  level 
of  care  is  in  fact  available  and  able  to  accept  the  transferring  resident.  The 
UR  decision  is  made  in  the  abstract  sand  residents  are  moved. 

Numerous  cases  have  been  and  are  still  in  litigation  challenging  UR  de- 
cisions and  the  decision-making  process. 

A  third  reason  for  involuntary  transfers17  is  some  nursing  homes'  desire  to 
get  rid  of  their  Medicaid  recipients  in  order  to  make  room  available  for  higher- 
paying  private-pay  residents.  Some  nursing  homes  evict  residents  who  have 


16  It  is  another  question  whether  the  Life  Safety  Code  actually  serves  this  function. 
See  Hagarty  v.  Matter,  C.A.  No.  H-7 6-435  (D.Conn.,  First  Amended  Complaint  filed 
November  15.  1976). 

17  There  are  of  course  numerous  other  reasons  for  involuntary  transfers.  A  facility 
may  decide  to  get  out  of  the  nursing  home  business  altogether.  Cambridge  Committee 
of  Elders,  Inc.  v.  Mann  ell  dfb/a  Mary  Beth  Nursing  Home,  No.  77-3782  (Superior  Ct., 
Middlesex  County,  Commonwealth  of  Massachusetts,  filed  July  28,  1977)  :  or  a  county 
may  decide  to  close  its  public  nursing  home  facility,  Bumpus  v.  Clark,  C.A.  No.  76-427 
(D.Ore).  (on  appeal). 
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exhausted  their  personal  financial  resources  and  been  forced  to  turn  to  the 
Medicaid  program  for  assistance. 

The  Law  Center  has  worked  with  two  legal  services  programs  in  litigation 
exactly  on  this  point.  Fuzie  v.  Major  Care,  Inc.,  C.A.  No.  C77-265  (N.D.  Ohio, 
filed  April  21,  1977)  ;  Berry  v.  First  Healthcare  Corp.,  C.A.  No.  C77-208 
(D.N.H.  filed  July  1,  1977).  In  the  second  case,  the  plaintiff,  an  81  year-old 
woman,  had  spent  her  life  savings  of  $15,918.10  over  a  13  month  period  for 
nursing  home  care.  When  her  money  ran  out,  the  nursing  home  sent  her 
daughter  a  brief  letter  which  advised  her  that  because  her  mother  had  not  been 
a  private-pay  resident  for  two  years,  she  could  not  remain  as  a  Medicaid  re- 
cipient. 

The  Fuzie  and  Berry  cases  are  unfortunately  not  isolated  instances  of  this 
abusive  practice.  In  the  past  week,  I  have  been  told  the  identical  story  about 
two  other  nursing  homes  in  different  parts  of  the  country.  In  Tennessee,  a 
woman  spent  $24,000,  converted  to  Medicaid  Assistance,  and  was  told  to  leave 
the  nursing  home.  In  Michigan,  an  80-year  old  woman  who  had  spent  her  life 
savings  of  $60,000  (at  the  rate  of  $57  per  day)  was  evicted  from  the  nursing 
home  where  she  lived.  In  two  weeks,  she  was  dead. 

C.  The  Government  response  and  the  present  Federal  law 

The  Federal  Government's  response  to  the  problem  of  transfer  trauma  has 
been  unjustifiably  weak,  considering  the  severity  of  the  problem  and  the  rela- 
tive simplicity  of  its  solution.  The  Department  of  Health,  Education  and 
Welfare  has  been  frequently  criticized  for  not  enforcing  nursing  home  resi- 
dents' rights  as  a  general  matter.18  In  the  area  of  involuntary  transfer,  the 
non-enforcement  is  inexcusable. 

The  Federal  Government  recognizes  that  the  phenomenon  of  transfer  trauma 
exists  and  considers  it  a  serious  problem.  Almost  three  and  a  half  years  ago, 
the  Administration  on  Aging  of  HEW  issued  a  Technical  Assistance  Mem- 
orandum, calling  on  state  and  area  agencies  on  aging  to  help  develop  nursing 
home  relocation  plans  for  their  communities.  AoA-75-1  (February  19,  1975). 
In  describing  the  phenomenon  of  transfer  trauma,  the  Memorandum  reported : 

''There  is  a  genuine  hazard  in  the  relocation  of  infirm  aging  persons  from 
one  facility  to  another.  Dramatic  increases  in  mortality  far  in  excess  of  what 
would  normally  be  expected  have  been  documented.  In  order  to  minimize  the 
risk  of  increasing  death  rates  and  severe  emotional  trauma,  it  is  important 
that  a  planned  approach  to  patient  preparation  before  relocating  to  another 
facility  be  developed.  Given  suitable  advance  preparation  and  great  care  in 
the  handling  of  the  actual  transfer,  the  hazards  of  relocation  can  be  sig- 
nificantly diminished." 

"AoA  sent  each  state  and  area  agency  on  aging  a  copy  of  Pennsylvania's 
Relocation  Plan  as  the  model  to  follow.  Few  states  have  heeded  AoA's  advice. 

The  federal  regulations  restrict  the  permissible  reasons  for  involuntary 
transfer.  For  skilled  nursing  homes,  the  regulations  state  that  a  resident  may 
be 

"*  *  *  transferred  or  discharged  only  for  medical  reasons,  or  for  his  welfare 
or  that  of  other  parties  or  for  non-payment  for  his  stay  (except  as  prohibited 
by  Titles  XVIII  or  XIX  of  the  Social  Security  Act)  and  is  given  reasonable 
advance  notice  to  ensure  orderly  transfer  or  discharge  and  such  actions  are 
documented  in  his  medical  record.  42  CFR  §405.1121  (k)  (4)." 

Regulations  governing  intermediate  care  facilities  are  similar.  42  CFR 
§449.12 (a)  (1)  (ii)  (B)  (4)  states  that  a  resident  may  be 

<t*  *  *  transferred  or  discharged  only  for  medical  reasons  or  for  his  welfare 
or  that  of  other  patients,  or  for  non-payment  for  his  stay  (except  as  prohibited 
by  the  Title  XIX  program) ." 

The  Medicaid  statute  contains  the  broad  mandate  that  the  Medical  As- 
sistance Program  be  administered  in  the  "best  interests"  of  recipients.  Never- 


1S  See,  for  example,  Wilson,  "Nursing  Homo  Patients'  Rights:  Are  They  Enforceable?" 
18  The  Oerontologist  (June,  1978)  ;  Regan,  "When  Nursing  Home  Patients  Complain  :  The 
Ombudsman  or  the  Patient  Advocate,  65  Georgetown  Law  Journal  619  (1977)  ;  Comment, 
"Regulation  of  Nursing  Homes — Adequate  Protection  for  the  Nation's  Elderly?"  8  St. 
Mary's  Law  Journal  309  (1977)  ;  Brown,  "An  Appraisal  of  the  Nursing  Home  Enforce- 
ment Process,"  17  Arizona  Law  Review  304  (1975)  ;  Murray  &  Glassberg,  "Long-Term 
Health  for  the  Elderly  :  The  Challenge  of  the  Next  Decade,"  39  Albany  Law  Review  61 7 
(1975)  ;  Cohen,  "Long-Term  Care:  A  Challenge  to  Concerted  Legal  Techniques,"  2  Ohio 
Northern  University  Law  Review  642  (1975). 
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theless,  despite  these  mandates  and  others,  HEW  has  failed  to  require  that 
states  conduct  adequate  transfer  planning  prior  to  any  involuntary  transfers. 
In  litigation,  the  Department  has  taken  the  position  that  while  states  are  en- 
couraged to  do  transf  er  planning,  they  are  not  required  to  do  so.18 

The  result,  not  surprisingly,  is  that  few  states  have  developed  transfer  plans, 
despite  their  obvious  need  and  the  lethal  consequences  that  occur  in  their 
absence. 

Since  the  Government  has  failed  to  enforce  their  rights,  residents  have  been 
left  to  enforce  their  rights  in  whatever  way  they  can.  The  record  for  private 
enforcement  has  been  weak  at  best.  First,  there  has  been  almost  no  enforce- 
ment activity  privately  initiated ;  only  a  couple  of  cases  are  known  to  have 
been  litigated.  As  the  description  of  nursing  home  residents  makes  clear,  the 
nursing  home  population  is  not  a  litigating  group,  for  a  variety  of  demographic 
reasons.  In  addition,  nursing  home  residents  do  not  generally  have  access  to 
lawyers.  The  District  Court  in  Klein  v.  Mathews,  430  F.Supp.  1005,  1008 
(D.N.J.  1977),  commented  on  this  problem : 

"Considering  the  massive  impact  termination  of  a  facility's  provider  status 
has  upon  the  well  being  of  Medicaid  patients  and  their  right  to  receive  bene- 
fits under  Title  XIX,  it  is  surprising  that  more  case  law  dealing  with  these 
issues  has  not  developed.  Perhaps  it  is  a  function  of  the  nursing  home  patients' 
isolation  from  the  services  of  lawyers,  lay  advocates,  family  and  friends.  That 
is  not  to  say  no  law  has  developed,  but  simply  that  there  is  a  paucity  of 
opinions  exploring  what  the  court  considers  difficult  and  important  issues 
which  affect  the  lives  of  many." 

Finally,  private  enforcement  is  further  hampered  by  the  present  federal 
laws'  denial  of  the  right  to  enforce  the  federally-guaranteed  "rights"  in  any 
forum.  The  regulations  quoted  above  setting  forth  the  limited  permissible 
reasons  for  transfer  are  parts  of  what  is  called  the  "Patients'  Bill  of  Rights." 
Unfortunately,  if  a  resident's  right  is  violated,  it  is  not  clear  what  he  or  she 
can  do.  There  is  no  explicit  statement  in  the  "Patients'  Bill  of  Rights"  that  a 
nursing  home  resident  may  enforce  them  in  court  and  at  least  one  court  has 
held  that  there  is  no  implied  private  right  to  do  so.  Fuzie  v.  Manor  Care,  Inc. 
Where  the  right  that  is  violated  threatens  the  resident's  life,  the  lack  of  en- 
forcement of  rights  is  more  than  a  theoretical  problem. 

D.  Recommendations 

Although  additional  recommendations  will  appear  in  the  section  that  follows 
discussing  H.R.  9720,  I  would  like  to  make  several  recommendations  here : 

1.  There  is  a  need  for  a  strong,  comprehensible  and  manageable  enforce- 
ment mechanism  for  nursing  home  residents'  rights.  The  record  of  enforce- 
ment is  too  weak  and  the  rights,  too  important,  to  permit  the  present  non- 
system  to  continue. 

2.  The  enforcement  system  should  be  implemented  by  a  state  agency  and 
must  contain  a  simple  administrative  process  by  which  relatively  routine  dis- 
putes can  be  quickly  resolved.  At  the  same  time,  the  enforcement  system  must 
contain  an  explicit  right  of  judicial  action  in  both  federal  and  state  court. 

3.  The  enforcement  system  should  be  able  to  be  invoked  by  residents  and  by 
persons  acting  on  their  behalf,  such  as  nursing  home  advocacy  groups  and 
nursing  home  ombudsman,  as  well  as  by  friends  and  family.  These  advocacy 
groups  and  ombudsmen  should  be  guaranteed  access  to  nursing  homes  so  that 
they  can  carry  out  their  advocacy  functions. 

4.  Whenever  a  state  or  federal  agency  or  a  nursing  home  wishes  to  take 
any  action  which  would  result  in  the  involuntary  transfer  of  a  resident,  the 
resident  should  have  the  right  to  notice  and  a  hearing  to  contest  the  transfer. 
The  burden  should  be  on  the  agency  or  facility  desiring  the  transfer  to  prove 
the  need  for  the  transfer.  If  the  proposed  transfer  is  shown  to  be  likely  to  be 
lethal  for  the  resident,  it  should  be  prohibited. 

5.  Nursing  homes  should  be  absolutely  prohibited  from  transferring  resi- 
dents who  exhaust  their  personal  financial  resources  and  become  Medical  As- 
sistance recipients.  Any  nursing  home  participating  in  Medicare  and/or  Medi- 
caid which  is  shown  to  engage  in  this  practice  should  be  barred  from  further 
participation  in  any  federal  program  and  should  have  its  state  license  re- 
voked. 


19  See,  for  example,  Shumate  v.  Parham,  C.A.  No.  76-833-A  (N.D.Ga.)  (Amicus  brief 
of  HEW). 
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6.  Each  state  should  be  required  to  develop  and  implement  a  nursing  home 
relocation  plan,  modeled  on  the  Pennsylvania  Relocation  Plan,  which  is  aimed 
at  minimizing-  insofar  as  possible  the  adverse  effects  of  involuntary  transfer. 
Such  a  plan  should  be  used  whenever  a  nursing  home  resident  is  transferred 
from  one  facility  to  another. 

V.  H.R.  9720 — CONGRESSMAN  COHEN'S  PATIENTS'  BILL  OF  RIGHTS  BILL 

Congressman  William  S.  Cohen  has  introduced  a  bill,  H.R.  9720,  which  is 
designed  both  to  make  the  Patients'  Bill  of  Rights  (now  found  in  federal  regu- 
lations) part  of  federal  law  and  to  create  explicit  enforcement  mechanisms 
for  those  rights.  It  is  an  important  bill  for  nursing  home  residents  which  could 
help  improve  the  quality  of  their  lives  as  residents  of  institutions. 

A.  The  rights 

Most  of  the  rights  set  forth  in  the  bill  track  the  rights  presently  found  In 
the  regulations.  Although  I  support  most  of  the  rights  as  written,  I  have  sev- 
eral specific  suggestions. 

1.  There  should  be  an  explicit  right  guaranteeing  reasonable  access  to  nurs- 
ing homes  and  nursing  home  residents  for  nursing  home  advocacy  groups  and 
ombudsmen.20  At  present,  some  nursing  homes  refuse  to  allow  advocacy  groups 
and  ombudsmen  to  enter  facilities  at  all.  Other  nursing  homes  take  the  position 
that  only  those  persons  who  receive  specific  invitations  from  residents  to  visit 
may  come  into  the  facilities.  This  "invitation  only"  system  is  inadequate. 
Many  residents  are  unaware  of  the  existence  of  advocacy  groups  and  simply 
would  not  know  whom  to  invite  or  how  to  go  about  making  an  invitation. 
Other  residents  are  too  sick,  too  vulnerable  or  too  intimoidated  to  do  anything 
that  would  suggest  that  they  want  to  talk  to  someone  about  problems  they  are 
having  in  the  facility.  The  presence  of  community  groups,  such  as  members 
of  the  National  Citizens  Coalition  for  Nursing  Home  Reform,  is  necessary  for 
enforcement  of  residents'  rights  and  quality  of  care  standards. 

A  right  of  access  to  community  groups  is  a  fundamental  part  of  many  State 
Patients'  Bills  of  Rights.  The  District  of  Columbia  regulations  for  Health 
Care  Facilities,  Regulation  74-15  (June  14,  1974),  for  example,  contain  a 
section  guaranteeing  "full  and  free  access"  to  "community  organizations  and 
representatives  of  community  legal  services  programs,  whose  purposes  include 
rendering  assistance  without  charge  to  nursing  home  patients."  Access  be- 
tween the  hours  of  8  :G0  A.M.  and  8 :00  P.M.  is  guaranteed  to  allow  such 
groups  to  "visit,  talk  with,  and  make  social  and  legal  services  available"  to  all 
residents ;  to  inform  residents  of  their  rights  and  entitlements  under  federal 
and  district  laws ;  to  assist  residents  assert  their  "legal  rights  regarding  claims 
for  public  assistance,  medical  assistance,  and  social  security  benefits,  as  well 
as  in  all  other  matters  in  which  patients  are  aggrieved ;"  to  "inspect  all  areas 
of  the  health  care  facility" ;  and  to  "engage  in  all  other  methods  of  assisting, 
advising,  and  representing  patients  so  as  to  extend  to  them  the  full  enjoyment 
of  their  rights."  A  comparable,  comprehensive  right  of  access  should  be  added 
to  H.R.  9720. 

2.  I  am  extremely  troubled  by  Section  (b)  (14),  which  would  authorize  the 
temporary  suspension  of  certain  rights  for  specified  and  limited  periods  of 
time  if  the  attending  physician  "determines"  that  the  suspension  is  "medically 
necessary." 

An  examination  of  the  rights  subject  to  this  suspension  procedure  reveals 
rights  which  should  never  be  subject  to  suspension,  at  a  physician's  decision 
or  for  any  other  reason.  Section  (6),  for  example,  guarantees  the  "right  to 
receive  adequate  and  appropriate  medical,  nursing,  and  supportive  care  as 
reimbursed.  .  .  ."  One  cannot  conceive  of  any  set  of  circumstances  justifying 
the  suspension,  however  temporary,  of  these  rights.  Surely  there  can  be  no 
justification  for  authorizing  physicians  to  suspend  people's  fundamental  rights 
under  the  guise  of  "medical  necessity." 

3.  Section  (b)  (3)  guarantees  married  residents  the  right  to  privacy  for 
visits  by  a  spouse.  There  is  no  reason  why  only  married  people  should  enjoy 
such  privacy.  The  phrasing  of  this  right  with  its  limited  guarantee  perpetuates 
a  paternalistic  attitude  toward  elderly  people. 


20  Comment.  "Nursing  Home  Access :  Making  the  Patient  Bill  of  Rights  Work."  54 
Journal  of  Urban  Law  473  (Winter,  1977). 
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4.  Section  (b)  (13)  purports  to  have  the  rights  "devolve"  to  the  sponsor  or 
guardian  of  any  resident  who  has  been  adjudicated  incompetent  under  state 
law.  Since  under  state  guardianship  laws,  the  rights  of  the  resident  would 
automatically  devolve  to  the  guardian,  this  section  is  superfluous.  It  therefore 
serves  only  the  harmful  function  of  incorrectly  suggesting  that  incompetent 
people  have  no  rights  that  they  can  directly  enforce.  This  provision  should 
be  deleted  or  at  least  modified  to  make  clear  that  incompetent  people  retain 
rights  which  they  can  enforce. 

5.  Additional  important  rights,  found  in  many  state  Patients'  Bills  of  Rights 
laws  and  regulations,  need  to  be  added  to  the  present  list.  For  example,  resi- 
dents should  be  guaranteed  the  right  to  refuse  to  serve  as  experimental  re- 
search subjects  (Minnesota)  ;  the  right,  to  refuse  to  perform  services  for  the 
facility  that  are  not  included  for  therapeutic  purposes  in  the  resident's  plan 
of  care  (Minnesota,  New  Jersey,  California,  Maryland)  ;  and  the  right  to 
reasonable  continuity  in  care  (Maryland). 

B.  Enforcement  procedures 

H.R.  9720  further  seeks  to  create  explicit  enforcement  mechanisms  for 
federally-guaranteed  rights.  Essentially,  the  bill  both  creates  an  administra- 
tive process  in  an  appropriate  state  agency  and  authorizes  private  court  action, 
in  either  federal  or  state  court. 

Enforcement  of  Patients'  Bill  of  Rights  legislation,  while  absent  from  fed- 
eral law,  is  not  uncommon  in  the  state  systems.  A  number  of  states  have  en- 
acted state  Patients'  Bills  of  Rights  which  contain  specific  enforcement  pro- 
visions enabling  affected  residents  to  enforce  their  rights. 

The  New  York  law  is  a  model.  Section  2S01-d  of  New  York's  Public  Health 
Law  authorizes  residents  of  any  residential  health  care  facilities  to  sue  for 
the  deprivation  of  any  "right  or  benefit."  That  term  is  defined  to  mean  : 

"*  *  *  any  right  or  benefit  created  or  established  for  the  well-being  of  the 
patient  by  the  terms  of  any  contract,  by  any  state  statute,  code,  rule  or  regu- 
lation or  by  any  applicable  federal  statute,  code,  rule  or  regulation  *  *  *." 

Compensatory  damages  "sufficient  to  compensate  such  patient  for  such  in- 
jury" are  mandated,  but  "in  no  event"  may  compensatory  damages  be  less 
than  25  percent  of  the  facility's  average  daily  per  patient  rate  of  payment. 
Punitive  damages  may  be  assessed  in  those  situations  "where  the  deprivation 
of  any  such  right  or  benefit  is  found  to  have  been  willful  or  in  reckless  dis- 
regard of  the  lawful  rights  of  the  patient,"  §2801-d.2. 

In  addition  to  actions  for  damages,  the  New  York  law  authorizes  actions  for 
"any  other  type  of  relief,  including  injunctive  and  declaratory  relief,"  and 
expressly  permits  class  actions.  §2S01-d.3,4. 

The  New  Jersey  law,  N.J.S.A.  Chapter  120  (1976),  also  authorizes  a  private 
right  of  action  for  any  resident  whose  rights  are  violated.  The  party  may  pro- 
ceed in  any  court  of  competent  jurisdiction  and  recover  actual  and  punitive 
damages,  as  well  as  reasonable  attorney's  fees  and  costs.  The  law  authorizes 
the  state  Department  of  Health  to  maintain  an  action  in  the  name  of  the 
State  "to  enforce  the  provisions  of  this  act  and  any  rules  or  regulations 
promulgated  pursuant  to  this  act."  Other  states  have  comparable  enforcement 
provisions ;  the  West  Virginia  law,  §16-5c-l,  for  example  was  enacted  in  1977 
and  closely  follows  New  York's  remedies. 

H.  R.  9720  addresses  many  problems  of  enforcement  with  positive  proposals : 

I.  The  bill  seeks  to  create  an  administrative  mechanism  in  an  existing  state 
agency  to  resolve  the  largest  number  of  complaints  quickly  and  easily. 

2.  The  bill  authorizes  complaints  to  be  filed  on  behalf  of  residents,  in  recog- 
nition of  the  fact  that  many  residents  may  be  unable  to  submit  complaints 
directly.  (I  note,  in  this  connection,  that  virtually  all  nursing  home  transfer 
cases  are  filed  by  the  residents'  children  or  friends  acting  as  "next  friend"  or 
guardian  ad  litem.) 

3.  The  bill  requires  the  Secretary  of  HET7  to  establish  a  schedule  of  civil 
penalties  for  violation  of  specified  rights.  A  liquidated  amount  of  minimum 
damages  is  a  necessary  provision  since  it  is  frequently  difficult  to  determine 
how  much  the  violation  of  particular  right  is  worth. 

4.  The  bill  properly  recognizes  the  work  of  citizen  advocacy  groups  and 
nursing  home  ombudsman  and  authorizes  their  continued  work  in  enforcing 
residents'  rights. 
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0.  The  bill  correctly  attempts  to  protect  residents  and  those  who  represent 
residents  from  retaliation  "in  any  form  by  the  facility  involved  or  by  any  of 
its  employees,  agents,  or  representatives."  The  $1,000  statutory  civil  penalty 
for  each  act  of  retaliation  could  serve  as  a  strong  deterrant.  In  addition,  Sec- 
tion (d)  (7)  should  include  language  creating  a  presumption  that  any 
attempted  transfer  or  other  change  in  a  resident's  situation  within  six  months 
of  the  commencement  of  the  enforcement  process  is  retaliatory. 

Other  aspects  of  the  enforcement  provisions,  however,  need  clarification  and 
strengthening : 

1.  The  bill  should  be  modified  explicitly  to  allow  both  administrative  and 
judicial  complaints  to  proceed  as  class  actions  wherever  appropriate.  The  lim- 
ited access  of  nursing  home  residents  to  attorneys,  combined  with  the  fact  that 
many  violations  of  rights  are  common  to  all  residents,  make  class  actions  an 
appropriate  method  of  proceeding.  The  New  York  enforcement  law,  as  noted, 
explicitly  authorizes  class  actions,  as  did  an  earlier  version  of  Congressman 
Cohen's  Patients'  Bill  of  Rights  bill,  H.R.  7407. 

2.  The  bill  should  be  modified  to  make  clear  that  exhaustion  of  administra- 
tive remedies  is  not  a  prerequisite  to  court  action.  Particularly  in  instances 
where  emergencies  exist — for  example,  where  residents  are  threatened  with 
immediate  transfer  or  are  subjected  to  improper  physical  or  chemical  re- 
straints— immediate  court  action  may  be  necessary  without  prior  resort  to 
the  administrative  process.  Subsection  (d)  (3)  should  be  amended  to  include, 
as  a  concluding  statement,  the  provision  which  appears  in  the  New  York  Law, 
§2801-d.4 : 

"Exhaustion  of  any  available  administrative  remedy  shall  not  be  required 
prior  to  commencement  of  suit  hereunder." 

3.  The  administrative  mechanism  set  forth  in  the  bill  is  unnecessarily  cum- 
bersome and  skewed  in  several  respects  towards  protecting  providers  rather 
than  ensuring  the  enforcement  of  residents'  rights.  The  purpose  of  an  admin- 
istrative procedure  should,  of  course,  be  the  creation  of  a  mechanism  which  is 
simple,  fast,  inexpensive  and  effective. 

The  mechanism  set  forth  in  H.R.  9720  is  complex.  It  requires  the  state 
agency  to  make  a  prompt  (within  20  days)  investigation,  but  does  not  require 
the  assessment  of  a  civil  penalty  against  a  nursing  home  until  a  hearing  on  the 
record  under  the  federal  Administrative  Procedures  Act.  No  time  limits  for 
the  hearing  decision  are  prescribed.  Not  only  will  this  procedure  significantly 
delay  the  administrative  process,  but  it  may  also  encourage  some  nursing 
homes  to  contest  administrative  findings  in  hopes  of  avoiding — or  at  least  de- 
laying— the  assessment  of  civil  penalties.  Furthermore,  there  is  no  reason 
to  impose  on  states  the  obligation  to  follow  the  federal  Administrative  Proce- 
dures Act. 

The  administrative  mechanism  outlined  in  H.R.  7407  is  demonstrably  simpler 
and  faster.  Under  that  mechanism,  if  a  state  agency,  after  conducting  an  in- 
vestigation of  the  complaint,  finds  a  violation  of  residents'  rights,  it  promptly 
assesses  a  civil  penalty  against  the  nursing  home.  The  facility  must  immedi- 
ately place  the  amount  of  damages  into  an  escrow  account  established  by  the 
state  agency.  The  decision  of  the  state  agency  is  final  unless,  within  60  days, 
the  aggrieved  party  files  suit  in  court.  If  no  timely  appeal  is  filed,  the  money 
in  the  account  is  paid  to  the  resident  (s)  whose  rights  were  violated.  This  pro- 
cedure, by  its  simplicity  and  brevity,  would  lead  to  much  more  prompt  resolu- 
tions of  complaints  than  the  mechanism  provided  by  H.R.  9720  and  would 
discourage  frivolous  appeals  by  nursing  homes. 

4.  A  system  should  be  developed  by  each  state  agency,  under  regulations  pre- 
pared by  HEW,  to  analyze  and  prepare  an  annual  report  on  the  complaints 
which  were  received  and  their  resolution.  Appropriate  sanctions  need  to  be  de- 
veloped for  facilities  which  are  consistently  and  grossly  violating  residents' 
rights ;  such  sanctions  could  include  suspension  of  referrals  of  Medicare  and  /or 
Medicaid  recipients ;  reduction  in  Medicaid  reimbursement  rates ;  decertification 
from  participation  in  Medicare  and/or  Medicaid ;  and  suspension  of  state 
license. 

CONCLUSIONS 

The  fundamental  rights  of  nursing  home  residents  are  violated  daily.  For 
too  long,  we  have  paid  lip  service  to  the  existence  of  "rights,"  but  have  done 
little  to  guarantee  their  enforcement.  The  time  has  long  since  passed  to  remedy 
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that  situation.  Enacting  legislation  to  authorize  the  enforcement  of  the  federal 
Patients'  Bill  of  Rights  is  a  necessary  and  long  over-due  step. 

Mr.  Brodhead.  Thank  you  Ms.  Edelman. 
Ms.  Kallgren. 

STATEMENT  OF  DOROTHY  E.  KALLGREN,  ON  BEHALF  OF  THE 
NATIONAL  CITIZENS'  COALITION  FOR  NURSING-  HOME  REFORM 

Ms.  Kallgren.  My  name  is  Dorothy  Kallgren.  I  live  at  9103  32d 
Avenue  NE.,  Seattle,  Wash.  98115.  I  am  vice  chairman  and  past 
president  of  Citizens  for  the  Improvement  of  Nursing  Homes  in 
Seattle,  and  a  founding  member  of  the  Elder  Citizens  Coalition  of 
Washington.  I  am  here  today  on  behalf  of  these  organizations  and 
the  National  Citizens  Coalition  for  Nursing  Home  Reform,  of  which 
Citizens  for  the  Improvement  of  Nursing  Homes  is  an  active  and 
original  member.  I  am  a  founding  member  of  the  coalition  and  at 
present  a  member  of  the  board  of  directors. 

The  National  Citizens  Coalition  for  Nursing  Home  Reform  is  a 
young,  fast-growing  organization  comprising  30  member  advocate 
groups  and  many  individual  members  throughout  the  United  States. 
Today  we  began  our  second  annual  meeting  here  in  Washington,  D.C. 
in  an  effort  to  continue  sharing  our  diverse  experiences  and  strengths 
toward  our  common  goal  of  improving  the  quality  of  this  Nation's 
long-term-care  system. 

In  deference  to  this  subcommittee's  busy  schedule,  the  coalition 
wishes  to  go  on  record  in  support  of  the  testimony  presented  by  Toby 
Edelman  of  the  National  Senior  Citizens'  Law  Center.  It  is  the 
coalition's  strong  belief  that  it  is  essential  that  citizens  be  involved 
in  the  process  of  enforcing  nursing  home  standards  and  in  insuring 
the  consistent  delivery  of  high-level  care  in  a  rehabilitatively  suppor- 
tive, safe,  clean  environment  capable  of  allowing  and  encouraging 
residents  full  expression  and  exercise  of  their  civil  rights.  Therefore, 
I  would  like  to  emphasize  the  importance,  in  any  piece  of  medicare 
patients'  rights  legislation,  of  inclusion  of  a  clear  and  unambiguous 
provision  mandating  free  access  to  nursing  homes  by  the  public  or 
any  citizens'  organization  for  the  purpose  of  monitoring  facility  per- 
formance in  relation  to  resident  needs.  Such  access  rights  will  serve 
to  enhance  industry  accountability  to  the  public  and  will  be  sup- 
portive of  traditional  enforcement  mechanisms. 

From  the  elderly  segment  of  our  society  comes  the  expression  of 
contempt  for  medicare  coverage  that  eventually  strips  the  helpless 
of  all  financial  worth  and  thrusts  them  unwillingly  on  welfare  rolls. 
With  the  proposed  revisions,  we  again  see  a  band  aid  approach: 
More  services  offered  but  no  provision  to  rectify  the  ultimate  beg- 
garing of  the  recipients.  At  no  point  is  the  problem  of  physicians' 
services  met.  Physicians  who  choose  not  to  follow  their  patients  into 
nursing  homes  should  employ  nurse  practitioners  and  paramedics  as 
an  arm  for  continuing  treatment,  Medicare  provision  for  coverage 
would  encourage  such  procedure.  In  the  State  of  Washington,  no 
referrals  are  being  made  to  adult  day  care  centers  and  no  encourage- 
ment comes  from  HEW  to  include  this  service  as  part  of  long-term 
care. 

I  thank  you  for  your  time  this  afternoon. 
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[An  attachment  to  the  statement  follows :] 

National  Citizens'  Coalition  for  Nursing  Home  Reform — Second  Annual 

Meeting 

participating  organizations 

Advocates  for  Basic  Legal  Equality  for  the  Elderly,  Toledo,  Ohio. 
Advocates  for  Better  Care  (member),  Pennsylvania. 

Caring  Community — The  Village  Nursing  Home,  New  York  City,  New  York. 
Center  for  Law  and  Social  Policy,  Washington,  D.C. 
Citizens  for  Better  Care  (member),  Detroit,  Michigan. 

Citizens  for  the  Improvement  of  Nursing  Homes  (member),  Seattle,  Wash- 
ington. 

Coalition  of  Advocates  for  the  Rights  of  the  Infirmed  Elderly,  Philadelphia, 
Pennsylvania. 

Coalition  of  Institutionalized  Aged  and  Disabled,  Inc.,  Bronx,  New  York. 
Community  Action  and  Resources  for  the  Elderly  (member),  New  York  City, 
New  York. 

Consumer  Advocates  for  Better  Care  (member),  Leominster,  Massachusetts. 
Concerned  Citizens  for  Quality  Nursing  Home  Care    (member),  Casper, 
Wyoming. 

Consumer  Health  Advocacy  Program  of  Massachusetts,  Boston,  Massachu- 
setts. 

Friends  of  Nursing  Home  Patients,  North  Carolina. 
Gray  Panthers — National  (member),  Philadelphia,  Pennsylvania. 
Interfaith  Friends  (member),  Wilkes-Barre,  Pennsylvania. 
Kansans  for  the  Improvement  of  Nursing  Homes    (member),  Lawrence, 
Kansas. 

Maryland  Advocates  for  the  Aging  (member),  Baltimore,  Maryland. 
Maryland  Conference  of  Social  Concern,  Baltimore,  Maryland. 
Nursing  Home  Task  Force — Larimer  County  Council  on  Aging  (member), 
Colorado. 

National  Council  of  Senior  Citizens — Legal  Research  &  Services  for  the 
Elderly,  Washington,  D.C. 

Northwest  Interfaith  Movement  (member),  Philadelphia,  Pennsylvania. 

Nursing  Home  Advocacy  Training  Project — National  Paralegal  Institute, 
Washington,  D.C. 

Nursing  Home  Consumers  Who  Care,  Madison,  Wisconsin. 

Nursing  Home  Residents  Advisory  Council  (member),  Minneapolis,  Minne- 
sota. 

National  Senior  Citizens  Law  Center,  Washington,  D.C. 
Social  Action  Group  on  Aging,  Nashville,  Tennessee. 

PARTICIPATING  GOVERNMENT-RELATED  ORGANIZATIONS 

Northwest  Arkansas  Economic  Development  District,  Harrison,  Arkansas. 

San  Diego  County  Health  Care  Agency,  San  Diego,  California. 

Community  Council  of  Greater  New  York — Nursing  Home  Patient  Advocacy 
Project  (member),  New  York,  New  York. 

Baltimore  City  Commission  on  Aging — Life  Support  Program,  Baltimore, 
Maryland. 

Area  Agency  on  Aging — Waxter  Center,  Baltimore,  Maryland. 

PARTICIPATING  OMBUDSPROGRAM 

HEW  Administration  on  Aging  Nursing  Home  Interests  Staff,  Sue  Wheaton, 
Washington,  D.C. 

HEW  Region  III  Administration  on  Aging  Ombudsprogram,  Allan  Tyson, 
Philadelphia,  Pennsylvania. 

Florida  State  Nursing  Home  Ombudsman  Committee,  Blenda  Gail  Barker  and 
Sister  Gregoria  Rush,  Tampa,  Florida. 

Kansas  Department  on  Aging  Nursing  Home  Ombudsman,  Sister  Janet 
Kennedy,  Topeka,  Kansas. 

Ohio  Nursing  Home  Ombudsman  Program — Legal  Aid  Society,  Mary  Wey- 
burne,  Leyria,  Ohio. 
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South  Carolina  Governor's  Ombudsprogram,  Bill  Bradley,  Columbia,  South 
Carolina. 

Arkansas  Area  Agencies  on  Aging — Ombudsprograms,  Tonie  Landers,  Little 
Rock;  Betty  Rose  Sims,  Batesville;  Jane  Ramos,  Pine  Bluff;  Reba  Zvonik, 
Washington. 

Mr.  Brodhead.  Thank  you,  Ms.  Kallgren. 
Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Mr.  Chairman. 

Ms.  Kallgreen,  the  National  Citizens  Coalition  for  Nursing  Home 
Reform — do  you  have  an  office  in  Washington  ? 
Ms.  Kallgren.  Yes,  we  do. 
Mr.  Duncan.  Where  is  that  ? 

Ms.  Kallgren.  The  National  Paralegal  Institute.  It  is  at  2000  P 
Street  NW. 

Mr.  Duncan.  I  don't  think  I  have  any  further  questions.  I  do 
want  to  thank  both  of  you  for  remaining  with  us ;  it  has  been  a  long 
day,  I  know. 

Ms.  Kallgren.  Thank  you ;  it  has  been  very  interesting. 

Mr.  Brodhead.  Thank  you  for  taking  the  time  to  be  with  us  today. 
You  have  raised  a  very,  very  serious  issue  and  one  that  we  will  have 
to  consider  very  carefully  and  we  welcome  any  further  communica- 
tions that  you  wish  to  have  with  us  on  this  issue.  It  is  certainly  one 
we  ought  to  be  thinking  about. 

Thank  you  very  much. 

Mr.  Brodhead.  This  concludes  our  hearings  for  today.  The  com- 
mittee will  be  having  further  hearings  on  this  issue.  We  are  not  able 
to  schedule  them  at  this  time  due  to  the  uncertainty  of  our  schedule, 
but  we  will  be  scheduling  these  hearings  in  the  very,  very  near 
future  and  we  will  be  making  a  public  announcement  on  that  as  soon 
as  possible. 

These  hearings  will  be  adjourned. 

[Whereupon,  at  3:59  p.m.,  the  subcommittee  adjourned  to  recon- 
vene at  10  a.m.,  Thursday,  June  22, 1978.] 


AMENDMENTS  TO  THE  MEDICARE  PROGRAM 


THURSDAY,  JUNE  22,  1978 

House  of  Representatives, 

Subcommittee  on  Health, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  subcommittee  met  at  10  a.m.,  pursuant  to  notice,  in  room  1100, 
Longworth  House  Office  Building,  Hon.  Dan  Rostenkowski  (chair- 
man of  the  subcommittee)  presiding. 

Mr.  Rostenkowski.  The  committee  will  come  to  order. 
We  welcome  you  all  this  morning  for  a  continuation  of  the  hear- 
ings on  the  legislation  before  us. 
Congressman  Eilberg  ? 
Congressman  Ruppe  ? 
Congresswoman  Okar  ? 

Dr.  Gehrig.  Welcome,  doctor.  If  you  would  like  to  identify  your 
associates  and  the  young  lady  accompanying  you,  we  are  ready  to 
proceed  with  your  testimony. 

STATEMENTS  OP  LEO  J.  GEHRIG,  M.D.,  SENIOR  VICE  PRESIDENT, 
AMERICAN  HOSPITAL  ASSOCIATION,  AND  SHIRLEY  ANN  MUN- 
ROE, R.N.,  DIRECTOR,  AHA  CENTER  FOR  SMALL  OR  RURAL  HOS- 
PITALS 

Dr.  Gehrig.  Thank  you,  Mr.  Chairman.  I  am  Dr.  Leo  Gehrig,  the 
senior  vice  president  of  the  American  Hospital  Association,  and  with 
me  this  morning  is  Shirley  Ann  Munroe,  R.N.,  whom  I  would  like 
to  briefly  introduce  a  bit  later. 

Our  association,  as  the  chairman  of  the  subcommittee  knows,  repre- 
sents more  than  6,400  member  hospitals  across  the  country  and  over 
27,000  personal  members;  and  we  appreciate  this  opportunity  to 
present  our  views  on  the  issues  before  the  subcommittee. 

I  have  submitted  a  written  statement  and,  in  the  interest  of  time, 
intend  not  to  read  it;  however,  we  would  appreciate  its  being  in- 
cluded in  your  subcommittee  record. 

Mr.  Rostenkowski.  Your  entire  statement,  doctor,  will  be  included 
as  part  of  the  record. 

[The  prepared  statement  follows :] 

Statement  of  the  American  Hospital  Association 

Mr.  Chairman,  I  am  Leo  J.  Gehrig,  M.D.,  Senior  Vice  President  of  the  Ameri- 
can Hospital  Association.  With  me  is  Shirley  Ann  Munroe,  R.N.,  Director  of  the 
Association's  Center  for  Small  or  Rural  Hospitals.  Our  Association  represents 
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over  6,400  member  hospitals  and  health  care  institutions  as  well  as  more  than 
27,000  personal  members.  We  appreciate  this  opportunity  to  present  our  views 
on  several  amendments  to  improve  the  Medicare  program. 

The  American  Hospital  Association  agrees  that  there  are  a  large  number  of 
potential  Medicare  revisions  that  could  improve  the  program's  effectiveness  and 
enlarge  the  scope  of  its  benefits.  However,  it  is  important,  in  our  opinion,  that 
the  Subcommittee  be  cognizant  of  the  fact  that  providing  additional  Medicare 
benefits  will  inevitably  increase  health  care  expenses. 

At  this  point,  we  wish  to  provide  our  recommendations  with  respect  to  some 
of  the  areas  of  subcommittee  considerations  which  are  of  pertinence  to  hospitals. 

APPLICATION  OF  MEDICARE   STANDARDS  TO  RURAL  HOSPITALS 

We  support  the  Subcommittee's  proposal  to  authorize  administrative  flexibili- 
ty in  the  application  of  Medicare  conditions  of  participation  to  small,  rural 
hospitals,  to  the  extent  that  such  application  neither  jeopardizes  nor  adversely 
affects  the  health  and  safety  of  such  hospitals'  patients.  There  are  approximate- 
ly 3,500  hospitals  in  the  nation  with  fewer  than  100  beds,  a  significant  group  of 
institutions  that  provide  needed  in-  and  outpatient  health  care  services  through- 
out the  country. 

Flexibility  in  the  application  of  Medicare  conditions  of  participation  would 
recognize  that  certain  policies,  procedures,  and  staffing  requirements  appropri- 
ate to  large,  urban  hospitals  are  inappropriate  for  small,  rural  facilities.  Rigid 
Interpretation  of  these  standards  frequently  results  in  burdensome  paper  and 
committee  work,  questionable  capital  expenditures  (e.g.,  for  compliance  with 
Xiife  Safety  Codes),  and  unproductive  recruitment  activities,  which  increase 
costs  without  improving  the  level  of  patient  care.  Small,  rural  hospitals,  due  to 
their  limited  operating  budgets  and  restricted  ability  to  secure  capital,  face 
extreme  problems  in  meeting  such  standards — problems  exacerbated  by  the  lack 
of  support  staff,  available  in  larger  institutions,  to  deal  with  the  increasingly 
numerous  and  complex  regulations  with  which  they  are  required  to  comply. 

However,  in  spite  of  these  problems,  the  majority  of  administrators  of  small, 
rural  hospitals  reject  the  idea  of  separate  Medicare  standards  for  their  institu- 
tions and  prefer,  instead,  flexibility  in  the  application  of  one  set  of  standards. 

For  instance,  a  resolution  in  favor  of  flexible  interpretation  of  existing  stand- 
ards for  small,  rural  hospitals  was  unanimously  adopted  June  6  by  the  Ameri- 
can Hospital  Association  Center  for  Small  or  Rural  Hospitals'  Advisory  Panel. 
The  panel  consists  of  representatives  of  24  small  and  rural  hospitals  in  all 
regions  of  the  country,  as  well  as  "at  large"  members  from  allied  hospital 
associations,  third-party  payers,  and  physicians.  The  panel  agreed  that  the 
establishment  of  two  sets  of  standards  would  create  greater  difficulty  in  applica- 
tion than  the  reasonable  interpretation  and  use  of  one  set  of  standards,  which 
would  include  equivalencies  or  waivers. 

An  obvious  problem  with  a  separate  set  of  standards  would  be  determination 
of  the  hospitals  to  which  such  standards  should  apply.  Bed  size  is  an  unreliable 
criterion.  Level  of  service  is  an  uncertain  guide:  some  small  hospitals  have 
highly  specialized  services  and  act  as  area  referral  centers  for  specific  speciali- 
ties. For  such  hospitals,  a  separate  set  of  standards  might  lead  to  a  lesser  level 
of  care  and  become  a  limiting  factor  in  the  development  and  advancement  of 
medical  services.  The  solution  to  this  problem  is  not  to  develop  separate  stand- 
ards for  the  small,  rural  hospital,  but  rather  to  apply  hospital  standards  that 
take  into  consideration  the  functions  it  performs. 

An  example  of  a  flexible  approach  to  the  application  of  standards  is  the 
waiver  of  24-hour  nurse  coverage  required  under  the  Medicare  conditions  of 
participation.  In  1971,  a  member  of  this  Subcommittee,  Rep.  Omar  Burleson 
(D-Tex.),  proposed  an  amendment  to  the  Medicare  statute  that  permitted  the 
Secretary  of  HEW  to  waive  the  requirement  for  participating  hospitals  to  have 
24-hour  registered  nurse  staffing,  provided  the  hospitals  were  making  good  faith 
efforts  to  achieve  compliance  with  this  requirement  and  provided  no  undue 
health  hazards  existed.  This  provision,  enacted  by  Congress  as  an  amendment  to 
the  Social  Security  Act  (P.L.  91-690)  in  1971,  has  been  important  in  assuring 
access  to  needed  hospital  care  for  Medicare  beneficiaries.  Although  initially 
some  600  hospitals  were  granted  waivers  under  this  provision,  recent  HEW  data 
reflect  the  sincere  efforts  of  hospitals  to  comply  and,  at  this  time,  only  about 
36  hospitals  are  waivered.  Moreover,  the  waiver  provision  continues  to  permit 
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the  Secretary  to  recognize  and  deal  constructivly  with  the  special  problem  of 
recruiting  and  retaining  health  professionals  in  many  rural  and  often  isolated 
areas,  because  even  now,  certain  hospitals,  on  the  loss  of  a  required  employee, 
can  through  a  waiver  be  permitted  to  participate  in  the  program  until  a  re- 
placement can  be  found. 

The  same  type  of  flexibility  is  proposed  for  the  personnel  standards  of  H.R. 
10909,  the  Clinical  Laboratory  Improvement  Act  of  1978,  whereby  a  renewable 
waiver  of  certain  personnel  requirements  would  be  provided  for  hospitals  in 
isolated  areas  where  there  are  shortages  of  qualified  laboratory  personnel.  This 
Subcommittee  has  recommended  acceptance  of  such  a  waiver.  Rural  hospitals 
would  try  to  comply  with  reasonable  personnel  requirements.  However,  if 
despite  their  best  efforts,  some  hospitals  are  unable  to  recruit  or  retain  required 
technical  personnel,  a  waiver  would  provide  an  exemption  to  enable  them  to 
continue  providing  needed  laboratory  services — so  long  as  the  hospitals  were 
making  good  faith  efforts  to  achieve  compliance  with  this  requirement  and 
provided  no  undue  health  hazards  existed. 

Another  example  of  flexible  application  of  standards  is  being  considered  by 
health  subcommittees  in  the  House  and  Senate.  In  this  instance,  there  is  a 
"swing-bed"  provision  to  permit  the  flexible  use  of  small,  rural  hospital  beds, 
both  for  acute  and  long-term  care  if  there  is  a  shortage  of  long-term  care  beds 
in  the  community  and  existing  hospitals  can  accommodate  this  need.  The  provi- 
sion can  promote  both  increased  efficiency  and  cost  effectiveness  in  certain 
hospitals  across  the  country. 

The  Administrator  of  the  Health  Care  Financing  Administration  testified 
before  this  Subcommittee  June  19  that  the  Administration  would  "welcome  the 
discretionary  authority"  to  apply  greater  flexibility  in  the  case  of  small,  rural 
hospitals.  We  believe  that  such  authority  should  be  granted,  in  order  to  prevent 
unnecessary  burdens  on  the  small,  rural  hospitals  which  serve  a  large  segment 
of  the  populace. 

NONPHYSICIAN  PARTICIPATION   IN  PSRO'S 

Mr.  Chairman,  as  you  know,  the  PSRO  statute  requires  each  PSRO  to  involve 
actively  health  care  practitioners  other  than  physicians  in  its  peer  review  sys- 
tems. The  AHA  has  officially  endorsed  the  participation  of  physicians  and  other 
health  care  professionals  in  such  quality  assurance  activities  conducted  within 
health  care  institutions.  On  two  previous  occasions  last  year  we  presented  testi- 
mony to  the  Subcommittee,  including  our  views  and  recommendations  on  a 
number  of  critical  issues  facing  the  implementation  of  this  program. 

In  light  of  recent  data  regarding  the  increasing  costs  of  the  PSRO  program, 
we  are  very  concerned  about  the  impact  on  hospital  costs  and  program  costs  on 
a  broadscale  peer  review  system.  At  a  time  when  hospitals  and  government  are 
making  every  effort  to  contain  health  care  costs,  we  believe  that  the  develop- 
ment and  implementation  of  peer  review  systems  for  nonphysician  health  care 
professionals  in  every  hospital  would  raise  overall  health  expenditures 
substantially. 

Although  the  PSRO  program  policies  include  a  general  definition  of  nonphysi- 
cian health  professionals,  there  is  no  agreement  to  date  on  the  specific  disci- 
plines that  would  be  included.  Several  PSROs  have  developed  their  own  lists  of 
the  professionals  who  should  be  actively  involved  in  these  peer  review  systems, 
some  of  which  include  as  many  as  20  separate  disciplines.  Therefore,  the  poten- 
tial demands  on  professional  time  and  support  services  within  the  hospital  to 
implement  peer  review  systems  for  each  professional  discipline  could  be 
enormous. 

As  a  first  step  in  carrying  out  the  mandate  of  the  PSRO  program,  we  believe 
nonphysician  health  professionals  should  establish  standards  for  their  profes- 
sions and  cooperate  with  the  Bureau  of  Quality  Assurance  at  HEW  and  the 
Joint  Commission  on  Accreditation  of  Hospitals  in  the  development  of  a  single, 
interdisciplinary  hospital  review  system.  Without  a  framework  for  the  conduct 
of  such  peer  review  activities,  it  would  not,  in  our  view,  be  advisable  or  cost- 
effective  to  proceed  with  the  implementation  of  a  broad-based  review  program. 

The  American  Hospital  Association  is  also  concerned  about  the  numbers  of 
professional  groups  initiating  peer  review  activities  outside  the  institution  un- 
der the  auspices  of  area  PSROs.  AHA  is  concerned  that  areawide  or  nationally 
developed  criteria  and  treatment  objectives  developed  by  each  professional  peer 
group  may  not  be  suited  to  the  organizational  pattern  of  hospitals  or  the 
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financial  resources  available  to  them.  Externally  imposed  criteria  and  stand- 
ards could  cause  a  significant  increase  in  the  cost  of  patient  care  without 
necessarily  assuring  improvement  in  the  quality  of  the  care  delivered,  and  such 
programs  could  serve  to  undermine  the  effective  management  of  an  institution. 

AHA  recommends  caution  in  any  significant  expansion  of  the  PSRO  program 
at  this  time,  since  PSROs  are  still  in  an  evolutionary  phase  as  quality  assur- 
ance and  cost  control  mechanisms.  Therefore,  we  would  strongly  recommend 
that  the  PSRO  program  not  be  expanded  to  include  nonphysician  peer  review 
until  the  program  is  fully  operational  and  an  interdisciplinary  approach  has 
been  developed  for  application  in  hospitals. 

patients'  rights 

The  AHA  has  consistently  supported  and  advocated  the  adoption  by  hospitals- 
of  policies  describing  the  rights  and  responsibilities  of  patients.  In  1973,  the 
AHA  House  of  Delegates  approved  a  formal  statement  concerning  patients' 
rights  which  we  have  distributed  to  all  member  hospitals  and  have  urged  its 
adaptation  to  each  institution.  Similarly,  the  Association  has  developed  for 
distribution  to  hospitals  a  statement  on  patients'  responsibilities.  We  would  be 
pleased  to  supply  these  documents  for  the  hearing  record. 

Further  evidence  of  voluntary  hospital  efforts  with  regard  to  patients'  rights 
is  shown  by  the  increasing  number  of  hospitals  which  have  appointed  patient 
representatives  to  serve  as  ombudsmen  and  guardians  of  these  rights.  These 
individuals  educate  both  patients  and  staff  and  represent  patients  in  the  resolu- 
tion of  any  complaints  or  grievances.  Over  1.200  hospitals  have  organized 
patient  representative  programs  and  are  represented  in  the  Society  of  Patient 
Representatives  of  the  AHA.  The  Joint  Commission  on  Accreditation  of  Hos- 
pitals (JCAH)  considers  as  a  part  of  its  accreditation  survey  of  hospitals  the 
extent  to  which  the  hospital's  policies  and  procedures  adequately  incorporate 
consideration  of  patients'  rights. 

We  believe  that  additional  progress  in  the  adoption  of  patients'  rights  poli- 
cies and  in  the  development  of  patient  representative  programs  and  patient 
grievance  mechanisms  in  hospitals  would  be  impaired  if  Medicare  Conditions  of 
Participation  mandated  a  prescribed  set  of  patients'  rights.  No  catalog  of  rights 
or  federal  regulatory  system  created  by  such  a  requirement  could  guarantee  for 
a  patient  the  kind  of  treatment  he  or  she  has  a  right  to  expect.  Uniform  and 
mandatory  requirements  in  this  important  area  would  be  most  unlikely  to  en- 
hance the  flexibility  and  spontaneity  necessary  in  our  nation's  hospitals  in  meet- 
ing patient's  needs.  In  our  view,  the  most  effective  programs  of  patient  advocacy 
depend  upon  the  trust  and  cooperation  of  staff  and  patients. 

The  attention  and  importance  accorded  to  patients'  rights  and  responsibilities 
in  the  accreditation  surveys  conducted  by  the  JCAH  and  the  voluntary  efforts  by 
hospitals  to  expand  programs  of  patient  advocacy  is  an  effective  approach  to 
this  issue.  We  therefore  recommend  against  the  inclusion  of  a  specific  legislative 
requirement  for  Medicare  participating  hospitals. 

LIBERALIZATION  OF  MEDICARE  HOME  HEALTH  BENEFIT 

The  American  Hospital  Association  believes  that  home  care  is  an  appropriate- 
means  of  providing  health  services  for  certain  patients  under  defined  conditions. 
The  current  three-day  prior  hospitalization  requirement  for  home  care  services 
under  Part  A  of  the  Medicare  program  sometimes  creates  an  artificial  barrier 
to  their  appropriate  use.  It  is,  in  our  opinion,  an  unnecessary  barrier  and  is 
counterproductive  to  the  best  interests  of  certain  Medicare  beneficiaries.  Fur- 
ther, it  does  not  promote  the  delivery  of  health  care  services  in  the  most  ap- 
propriate setting.  Similarly,  with  respect  to  the  100  home  care  visit  limitation 
under  both  Parts  A  and  P>  of  Medicare,  the  AHA  believes  that  the  limitation 
also  creates  a  barrier  to  the  most  efficient  use  of  this  alternative  means  of 
health  care  delivery. 

We  recognize  that  a  number  of  concerns  have  been  raised  regarding  alleged 
fraud  and  abuse  in  certain  home  health  programs,  but  we  believe  that  this 
problem  should  be  addressed  through  enhanced  quality  review  programs  and: 
more  effective  enforcement  of  program  standards  and  operating  procedures, 
rather  than  by  limiting  the  benefit  or  imposing  a  mandatory  requirement  for 
hospitalization.  Therefore,  we  recommend  that  both  the  three-day  prior  hos- 
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pitalization  requirement  and  the  100-visit  limitation  under  both  Parts  A  and  B 
under  Medicare  be  eliminated  from  the  program. 

ADDITIONAL  BENEFIT  PAYMENTS  FOR  THE  EVALUATION  VISIT  PRIOR  TO 
TRANSFER  FROM  INSTITUTIONS 

Presently,  if  a  skilled  nursing  service  is  rendered  to  a  patient  for  purposes  of 
I  .fin  evaluation  visit  prior  to  discharge  from  an  acute  care  hospital,  the  Medicare 
program  will  reimburse  the  institution  for  that  service.  If,  however,  the  evalua- 
tion visit  is  not  performed  as  a  skilled  nursing  service,  the  cost  is  included  as  a 
part  of  administrative  cost  to  the  institution.  Although  administrative  costs  are 
reimburseable  under  Medicare,  they  are  allowable  only  on  a  formula  basis.  As 
a  result,  non-Medicare  users  of  the  services  of  home  health  agencies  may  in- 
directly be  paying,  at  least  in  part,  for  the  evaluation  visits  of  Medicare  bene- 
ficiaries. This  situation,  which  is  not  consistent  with  Medicare  statutory 
principles,  could  be  corrected  if  the  evaluation  visit  prior  to  discharge  was  in- 
cluded as  a  recognized  benefit.  Therefore,  we  suggest  this  revision  to  Title 
XVIII. 

HOSPICE  SERVICES 

An  important  new  treatment  modality,  hospice  care,  is  the  focus  of  growing 
attention  and  evaluation  in  the  health  delivery  system.  Hospice  care  is  either 
provided  on  a  limited  basis  in  the  home  setting  or  in  an  institutional  setting 
for  terminally  ill  patients.  Until  now,  only  limited  research  on  the  appropriate- 
ness of  hospice  care  and  how  hospice  care  can  be  assimilated  successfully  into 
the  nation's  health  delivery  system  has  been  conducted.  There  has  been  con- 
siderable debate  with  respect  to  the  potential  additional  cost  of  hospice  care 
and  the  costs  of  building  or  establishing  enough  hospices  to  accommodate  the 
number  of  persons  who  would  appropriately  be  served  in  this  manner. 

Hospices  have  taken  numerous  forms,  including  both  free-standing  hospices, 
home  hospice  programs,  and  hospital-based  hospices.  Unfortunately,  only  the 
free-standing  and  home  health  programs  have,  until  now,  received  federal  re- 
search support.  The  American  Hospital  Association  believes  that  hospital-based 
hospices  can,  in  many  cases,  contribute  very  significantly  to  this  program  since 
the  necessary  standby  technology  and  staffing  are  directly  available.  We  suggest 
that  research  and  demonstration  be  conducted  with  regard  to  both  hospital- 
based  and  free-standing  hospices  to  determine  the  feasibility  of  more  compre- 
hensive coverage  under  Medicare. 

CHANGES  IN  PHYSICIAN  PAYMENT  METHODS  TO  ENCOURAGE  GREATER 
USE  OF  ASSIGNMENTS 

As  the  Subcommittee's  brief  discussion  of  issues  has  indicated,  it  is  your 
intent  to  reexamine  reimbursement  provisions  under  Medicare  with  a  view  to 
encouraging  greater  use  of  assignments  by  physicians.  In  such  a  review  it  would 
seem  fundamental  to  consider  the  basic  reasons  for  the  failure  of  physicians  to 
accept  assignments.  Certainly  some  of  the  suggestions  which  have  been  made, 
such  as  the  use  of  negotiated  fee  schedules ;  the  concept  of  "participating  physi- 
cians" ;  and  reducing  the  time  lag  in  updating  physician  charge  screens,  would 
appear  to  address  the  fundamental  problem  of  the  decline  in  the  number  of 
physicians  accepting  assignments. 

While  we  have  no  specific  answer,  we  oppose  the  amendment  offered  by  Repre- 
sentative Toby  Moffett  which  would  shift  this  problem  to  hospitals.  It  is  our 
recommendation  that  a  basic  solution  to  this  problem  be  found  by  addressing 
the  root  causes  of  physician  reluctance  to  accept  assignments.  Failing  this,  it  is 
essential  that  the  federal  government  reconsider  its  provision  in  the  basic 
Medicare  program  of  permitting  an  election  of  assignments  by  physicians.  It  is 
our  strong  feeling  that  it  is  neither  appropriate  nor  reasonable  to  require  hos- 
pitals, as  a  condition  of  their  participation  and  support  of  this  federal  program, 
to  be  responsible  for  mandating  and  policing  of  such  a  requirement. 

As  you  are  aware,  the  vast  number  of  physicians  who  practice  in  hospitals  are 
not  employees  of  those  hospitals,  and  the  services  that  they  and  the  hospitals 
provide  to  patients  are  dependent  upon  mutually  acceptable  conditions.  The 
interdependent  nature  of  this  health  care  arrangement  can  be  appreciated  by 
examining  the  import  of  this  requirmeent  in  an  isolated  community  should  one 
or  more  physicians  be  unwilling  to  accept  Medicare  assignment.  The  conse- 
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quenees  could  be  the  crippling  or  denial  of  institutional  health  services  for  the 
entire  community  which  would  surely  not  be  the  intent  of  this  provision.  We 
strongly  urge  the  committee  to  look  for  solutions  to  this  issue  among  the  root 
causes  of  the  problem. 

Mr.  Chairman,  this  concludes  our  comments  on  some  of  the  Medicare  issues 
being  considered  by  the  Subcommittee.  We  appreciate  this  opportunity  to  pre- 
sent our  views  and  recommendations  and  will  be  pleased  to  respond  to  any 
questions  you  or  other  members  of  the  Subcommittee  may  have. 

Dr.  Gehrig.  Then,  sir,  with  your  concurrence,  I  would  like  to 
briefly  highlight  some  of  the  seven  issues  which  we  have  included  in 
our  statement  and  which  are  before  the  subcommittee  at  this  time, 
and  then  ask  Ms.  Munroe  to  deal  with  one  of  these  issues,  one  of 
priority  concern. 

First,  you  will  note  that  while  we  endorse  the  participation  of 
nurses  and  other  nonphysician  health  professionals  in  quality  assur- 
ance activities  in  institutions,  we  recommend  in  our  testimony  that 
the  PSKO  program  not  be  expanded  to  include  nonphysician  peer 
review  until  the  program  is  fully  operational  and  interdisciplinary 
approaches  have  been  developed  for  application  in  hospitals. 

Next,  the  AHA  has  developed  a  formal  statement  concerning  pa- 
tients' rights  and  another  on  patients'  responsibilities.  We  have 
promulgated  the  statements  and  we  have  urged  their  adoption  by 
hospitals.  We  have  seen  increasing  numbers  of  hospitals  develop 
programs  for  this  purpose,  with  the  appointment  of  patient  repre- 
sentatives. We  believe  the  attention  and  importance  accorded  to 
patient  rights  and  responsibilities  in  accreditation  surveys  by  the 
Joint  Commission  on  Accreditation  of  Hospitals,  as  well  as  these 
voluntary  activities  that  are  underway,  are  the  most  effective  ap- 
proach, and  we  recommend  against  the  inclusion  of  specific  legisla- 
tive requirements  in  this  area. 

We  support,  on  the  other  hand,  the  liberalization  of  medicare  home 
health  benefits  in  two  ways,  both  by  removing  the  mandatory  3-day 
prior  hospitalization  requirement  that  presently  exists  and  by  elimi- 
nating the  100-visit  limitation  to  make  this  important  mode  of  ther- 
apy more  readily  available  and  more  appropriately  used. 

We  also  support  research  and  demonstration  with  regard  to  free- 
standing  and  hospital-based  hospices  to  determine  the  feasibility  of 
more  comprehensive  coverage  under  medicare. 

Finally,  I  would  like  to  address  in  a  little  more  depth  changes  in 
physician  payment  methods  to  encourage  greater  use  of  assignments. 

As  the  subcommittee's  brief  discussion  of  issues  has  indicated,  it 
is  your  intent  to  reexamine  reimbursement  provisions  under  medicare 
with  a  view  to  encouraging  greater  use  of  assignments  by  physi- 
cians. In  such  a  review  it  would  seem  fundamental  to  consider  the 
basic  reasons  for  the  failure  of  physicians  to  accept  assignments. 

Certainly,  some  of  the  suggestions  which  have  been  made;  such  as 
the  use  of  negotiated  fee  schedules,  the  concept  of  participating 
physicians,  and  a  reduction  in  the  timela<r  in  updating  physician 
charge  screens,  would  appear  to  address  the  fundamental  problem  of 
the  decline  in  the  number  of  physicians  accepting  assignments. 

While  we  have  no  specific  answer,  we  oppose  the  amendment  of- 
fered by  Representative  Toby  Moffett  which  would  shift  this  prob- 
lem to  hospitals.  It  is  our  recommendation  that  a  basic  solution 
to  this  problem  be  sought  by  addressing  the  root  causes  of  physician 
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reluctance  to  accept  assignments.  Failing  this,  it  is  essential  that  the 
Federal  Government  reconsider  its  provision  in  the  basic  medicare 
program  that  permits  an  election  of  assignments  by  physicians. 

It  is  our  strong  feeling  that  it  is  neither  approprate  nor  reason- 
able to  require  hospitals,  as  a  condition  of  their  participation  and 
support  of  this  Federal  program,  to  be  responsible  for  mandating 
and  policing  such  a  requirement. 

As  you  are  aware,  the  vast  number  of  physicians  who  practice  in 
hospitals  are  not  employees  of  those  hospitals  and  the  services  that 
they  and  the  hospitals  provide  to  patients  are  dependent  upon  mu- 
tually acceptable  conditions.  The  interdependent  nature  of  this  heatlh 
care  arrangement  can  be  appreciated  by  examining  the  impact  of 
this  requirement  in  an  isolated  community  should  one  or  more 
physicians  be  unwilling  to  accept  medicare  assignment.  The  conse- 
quences could  be  the  crippling  or  denial  of  institutional  health  serv- 
ices for  the  entire  community,  which  would  surely  not  be  the  intent 
of  this  provision. 

We  strongly  urge  the  subcommittee  to  look  for  solutions  to  this 
issue  among  the  root  causes  of  the  problem. 

Mr.  Chairman,  if  you  will  permit  me,  I  would  like  now  to  ask 
Shirley  Ann  Munroe  to  deal  with  an  issue  that  is  import-ant  to  us  for 
small  or  rural  hospitals.  Ms.  Munroe  is  the  director  of  the  AHA 
Center  for  Small  or  Rural  Hospitals,  and  I  think  it  is  important  to 
note  that,  prior  to  joining  AHA  in  February,  she  served  for  22  years 
as  an  administrator  at  Hillside  Community  Hospital,  Ukiah,  Calif.,  a 
43-bed  institution.  Her  background  was  originally  in  nursing,  but  as 
administrator  of  that  institution  she  gained  firsthand  knowledge  of 
the  problems  in  her  hospital  and  in  similar  institutions  and  became  a 
spokeswoman  for  them  in  northern  California  and  now,  we  hope,  an 
excellent  spokeswoman  for  them  across  the  country.  So  I  would  like 
her  to  deal  with  the  problems  of  standards  for  small  or  rural 
hospitals. 

Ms,  Munroe.  Thank  you. 

Our  major  concern  deals  with  medicare  standards  as  they  are  ap- 
plied to  small  or  rural  hospitals, 

We  support  the  subcommittee's  proposal  to  authorize  administra- 
tive flexibility  in  the  application  of  the  medicare  conditions  of  par- 
ticipation to  small,  rural  hospitals,  to  the  extent  that  this  neither 
jeopardizes  nor  adversely  affects  the  health  and  safety  of  hospital 
patients. 

One  of  the  concerns  that  we  have,  and  one  of  the  concepts  that  we 
are  hearing  very  loudly  and  clearly,  is  that  the  majority  of  the 
administrators  of  small  or  rural  hospitals  do  not  want  two  sets  of 
standards.  There  are  many  problems  that  accompany  two  sets  of 
standards.  One  of  the  major  ones,  of  course,  is  how  they  are  applied. 
Bed  size  is  certainly  unreliable.  Level  of  service  is  uncertain.  More- 
over, there  is  great  concern  that  a  separate  set  of  standards  might 
lead  to  a  lesser  level  of  care  and  become  a  limiting  factor  in  the 
development  and  advancement  of  medical  services  in  small  or  rural 
hospitals. 

The  need  for  flexibility  in  the  application  of  the  standards,  par- 
ticularly in  terms  of  policies,  procedures,  and  most  specifically, 
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.staffing  requirements  for  small  or  rural  hospitals  leads  us  to  believe 
that  many  of  the  standards  which  are  appropriate  for  large,  urban 
hospitals  are  totally  inappropriate  for  small,  rural  hospitals.  For 
example,  we  have  limited  operating  budgets. 

Objections  with  regard  to  two  sets  of  standards  have  not  only  been 
voiced  to  us  by  hospital  administrators  but  also  by  the  advisory  panel 
to  the  Center  for  Small  or  Rural  Hospitals  of  the  American  Hospital 
Association,  a  panel  which  met  earlier  this  month  and  voted  unani- 
mously to  support  a  resolution  in  opposition  to  two  sets  of  standards. 
The  panel  is  made  up  of  24  representatives  of  small  or  rural  hospitals 
across  the  country,  as  well  as  other  at-large  members  representing 
other  agencies. 

We  have  some  examples  of  how  waivers,  flexibilities,  or  equivalen- 
cies, can  assist  the  small  or  rural  hospitals  to  continue  to  provide 
quality  care  at  reasonable  cost  for  the  scope  of  service  offered.  One 
equivalency  that  has  been  demonstrated  to  be  very  effective  is  the 
waiver  for  the  24-hour  nursing  service  under  the  current  medicare 
conditions  of  participation. 

One  of  the  interesting  things  was  that  when  this  waiver  was  per- 
mitted, the  hospitals,  in  good  faith,  began  immediately  to  try  to 
comply.  Initially,  there  were  600  hospitals  that  were  granted  waivers 
of  the  24-hour  nursing  provision  but  at  the  present  time  there  are 
only  36  with  waivers,  which  is  an  indication  of  a  good-faith  attempt 
to  comply  with  the  requirement  under  the  proposed  revision  of  the 
medicare  conditions  of  participation. 

We  have  previously  commented  on  the  draft  proposal  as  made 
available  last  November  by  HEW.  There  are  a  couple  of  examples 
that  make  it  difficult  for  us  to  envision  how  these  would  be  im- 
plemented in  the  small  or  rural  hospitals. 

One  has  to  do  with  dietetic  service  supervisors.  As  the  proposal 
indicates,  there  would  be  certain  educational  requirements  for 
dietetic  service  supervisors,  which  would  not  allow  flexibility  in  the 
small,  rural  area.  The  proposed  revision  apparently  does  not  take 
into  consideration  that  there  is  a  requirement  for  a  qualified  dietitian 
to  supervise  the  dietetic  services  within  the  small  hospital.  Such 
supervision  is  done  most  often  by  a  consultant.  It  would  cause  a 
great  deal  of  difficulty,  as  well  as  expense,  in  isolated  areas  for 
dietitians  to  get  into  dietetic  supervisory  educational  programs. 

Another  area  that  is  of  considerable  concern  is  the  social  worker. 
As  defined,  it  proposes  a  master's  degree  for  a  social  worker  in  every 
hospital  that  provides  a  social  service.  As  it  reads  now,  we  interpret 
this  to  mean  that  every  hospital  would  provide  social  service  and 
that  the  qualified  provider  would  have  a  master's  degree. 

In  our  particular  situation,  in  our  hospital  in  northern  California, 
which  is  130  miles  of  San  Francisco  but  in  a  mountain  valley  with 
]ots  of  travel  problems,  two-lane  roads,  many  weather  problems, 
and  so  forth,  we  found  that  we  did  not  have  the  accessibility  to  many 
of  the  qualified  people. 

We  must  recognize  that  recruitment  and  retention  are  always 
serious  problems  in  the  rural  area.  We  cannot  justify  the  cost  of 
recruitment  in  the  small  hospital  for  the  volume  of  work  that  is 
available.  Second,  if  we  are  successful  in  recruiting,  we  do  not  keep 
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the  professional  because  he  or  she  is  not  challenged  or  satisfied 
professionally. 

The  cost  factor,  of  course,  becomes  prohibitive  to  our  operating 
budget.  In  our  particular  instance,  in  order  to  provide  social  work 
in  our  hospital  as  required  by  the  joint  commission  and  in  order  to 
meet  the  need  of  the  patient,  we  worked  out  a  very  fine  system  of 
using  a  retired  nurse  to  do  the  work  in  the  hospital,  and  she  was 
actually  supervised  by  a  social  worker  from  the  welfare  department 
who,  on  a  part-time  basis,  was  able  to  offer  consultation.  This  worked 
out  to  be  very  satisfactory  and  at  much  less  cost  compared  to  our 
having  to  try  to  find  and  hire  someone  with  a  master's  degree. 

Although  the  scope  of  service  may  be  different,  we  have  the  same 
goal,  and  that  is,  the  delivery  of  quality  care.  We  have  other  ex- 
amples of  flexibility.  One,  of  course,  is  proposed  for  the  Clinical 
Laboratory  Improvement  Act,  in  terms  of  a  renewable  waiver  of 
certain  personnel  requirements. 

We  have  also  the  concept  of  the  swing-bed  that  is  being  considered 
to  permit  the  flexible  use  of  beds  in  small  hospitals.  At  the  bottom 
line,  there  has  to  be  recognition  that  small  or  rural  hospitals,  which 
comprise  approximately  half  of  the  hospitals  in  the  Nation — 3,500 
hospitals  in  this  country  with  less  than  100  beds — serve  a  large 
portion  of  the  geographic  United  States. 

We  do  recognize  that  there  must  be  delivery  of  high-quality  care 
at  a  cost  appropriate  and  reaonable  for  the  scope  of  service. 

We  want  to  continue  this  top  quality  of  care  at  a  reasonable  cost, 
and  we  urge  that  there  be  flexibilit}^  in  the  interpretation  and  the 
application  of  standards  to  the  small  or  rural  hospital,  allowing 
us  to  use  alternatives  that  are  available  to  us  to  provide  the  care. 

Thank  you. 

Mr.  Gorman  [presiding].  Thank  you  very  much.  Does  that  con- 
clude your  statement? 

Dr.  Gehrig.  Mr.  Chairman,  that  does  conclude  our  presentation. 
Should  there  be  any  questions,  we  would  be  delighted  to  answer 
them. 

Mr.  Corman.  The  chairman  asked  me  to  ask  this  question  if  he 
did  not  get  back. 

It  is  our  understanding  that  the  Yale-New  Haven  Hospital  has 
agreed  to  require  physicians  to  accept  assignments  for  inpatient 
services.  Do  you  know  what  the  status  of  the  arrangement  is?  How 
have  other  hospitals  considered  this  possibility? 

Dr.  Gehrig.  I  am  only  mildly  knowledgeable,  and  do  not  suggest 
that  I  have  the  full  story.  We  would  be  delighted  to  seek  additional 
information  and  provide  it  to  the  subcommittee. 

Mr.  Corman.  Fine.  Thank  you  very  much. 

[Additional  information  had  not  been  received  by  time  of 
publication.] 

Mr.  Corman.  What  do  you  think  about  a  requirement  that  in- 
patient physician  services  be  by  assignment  only  ? 

Dr.  Gehrig.  In  my  testimony  I  alluded  to  it.  If  I  understand  the 
suggestion,  it  is  similar  to  Representative  Moffett's  recommendation. 
I  think,  personally,  it  has  two  aspects :  One,  it  ducks  the  issue  from 
the  point  of  view  of  the  medicare  program  because  the  basic  pro- 
gram continues  to  state  that  physicians  do  have  an  election  of 
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whether  or  not  to  accept  an  assignment,  and  two,  ignores  another 
issue,  that  of  physician  services  for  which  medicare  fees  are  pro- 
vided beyond  the  doors  of  hospitals. 

I  think  that  we  really  must  look  at  the  basic  reasons  why  phy- 
sicians are,  apparently,  in  a  declining  way,  accepting  assignments. 
I  think  that  some  of  the  items  that  were  identified  in  the  committee 
document  on  this  issue  which  appeared  to  address,  for  example,  the 
updating  of  physician  screens,  of  negotiated  fee  schedules,  et  cetera, 
appear  to  be  attempting  to  look  at  what  are  the  problems. 

I  think  to  ask  hospitals,  as  a  part  of  their  participation  in  the 
Federal  program,  to  become  the  mandator  or  the  policeman  of  such 
a  requirement  is  inappropriate.  There  are  a  number  of  examples  of 
its  inappropriateness  but  one  that  comes  to  my  mind  relates  to  what 
we  have  just  been  talking  about — the  small  hospital.  As  we  all 
know,  in  a  good  number  of  small  communities  one,  two,  or  maybe 
three  physicians  are  the  total  staff  of  a  very  small  community 
hospital.  I  can  only  picture  that  if  the  physicians  decided  that  they 
would  not  accept  assignments,  the  hospital  either  would  not  have 
a  medical  staff  or  could  not  participate  in  medicare.  This  would 
have  a  drastic  impact  on  the  hospital. 

I  think,  more  importantly,  it  is  like  a  number  of  other  penalties 
that  have  been  devised  but  never  work.  It  puts  the  problem  also  on 
the  patient's  back,  and  we  are  attempting  in  the  hospitals  to  pro- 
vide access  to  good  clinical  services  for  medicare  beneficiaries. 

Mr.  Gorman.  I  have  long  believed  that  we  should  prohibit  phy- 
sicians from  surcharging  patients  above  the  medicare  payment  in 
or  out  of  hospitals.  I  can  see  that  if  we  do  it  only  in  hospitals  that 
it  might  cause  some  problems.  But  do  not  pretend  that  the  monkey 
is  not  on  the  patient's  back.  You  and  I  know  that  the  profession 
charges  what  the  traffic  will  bear.  The  traffic  will  bear  more  than 
the  medicare  paj^ment,  and  that  is  what  the  patient  pays. 

It  is  all  well  and  good  to  say  that  the  statute  gives  the  physician 
some  rights  to  charge  what  he  wants,  but  I  think  the  insurance 
program  ought  to  do  what  it  says  it  is  going  to  do.  We  say  to 
beneficiaries,  "We  are  going  to  pay  80  percent  of  your  physician's 
fees."  But  we  do  not  provide  that,  and  I  am  not  sure  whether  we  do 
it  to  save  the  taxpayer  money  or  to  keep  the  doctor  happy.  But  I 
think  it  is  a  rape  of  the  system.  Maybe  we  cannot  just  single  you  out 
to  help  solve  it,  but  we  ought  to  do  something.  It  is  scandalous. 

Dr.  Gehrig.  Very  honestly,  Mr.  Corman,  as  I  indicated  in  my 
statement,  I  don't  pretend  that  I  have  an  answer,  and  I  recognize  it 
as  a  problem.  I  think  our  concerns  have  been  the  availability  of  care 
to  medicare  beneficiaries.  I  think  our  urging  flexibility  in  the  ap- 
plication of  national  standards,  et  cetera,  really  gets  to  the  same 
issue  too,  so  that  the  patient  who  has  contributed  to  his  medicare 
coverage  can,  in  fact,  be  provided  the  service. 

I  am  not  attempting  to  give  a  solution  to  the  problem.  However, 
I  believe  that  Congressman  Moffett  doesn't  have  the  answer. 

Mr.  Corman.  Under  part  A,  the  hospitalization  portion  of  medi- 
care, does  not  medicare  normally  pay  the  hospital  bill  pursuant  to 
contract  ? 

Dr.  Gehrig.  Yes,  it  does. 
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Mr.  Corman.  You  do  not  take  all  you  get  from  them  and  all  you 
can  get  from  the  patient,  too? 

Dr.  Gehrig.  No,  the  hospital  is  paid  by  medicare  on  a  cost  re- 
imbursement basis. 

Mr.  Corman.  It  works  out  pretty  well  for  you  and  for  the  Govern- 
ment and  for  the  patient? 

Dr.  Gehrig.  We  believe  so,  but  as  you  well  know,  we  have  a 
number  of  very  specific  concerns  with  the  reimbursement  method- 
ology and,  in  fact,  are  very  much  involved  now  in  the  consideration 
of  administrative  and  reimbursement  reforms  in  the  program.  So 
I  would  not  want  to  suggest  that  there  are  no  problems  there;  but 
I  think,  looking  at  it  as  a  basic  issue,  we  have  attempted  to  work 
very  constructively  with  the  Government. 

Mr.  Corman.  I  have  never  noticed  that  you  would  be  able  to  sur- 
charge the  patient.  You  are  not  suggesting  that,  are  you? 

Dr.  Gehrig.  I  can't  recall  any  such  suggestion,  no. 

Mr.  Gorman.  Mr.  Cotter? 

Mr.  Cotter.  No  questions. 

Mr.  Corman.  Mr.  Gradison? 

Thank  you  very  much. 

Dr.  Gehrig.  Thank  you  very  much. 

Mr.  Corman.  We  appreciate  it. 

Did  Congressman  Kuppe  get  back? 

[No  response.] 

Mr.  Corman.  Dr.  Joseph  Kelly,  American  Dental  Association. 
Is  Dr.  Kelly  here? 

Kenneth  Adams,  National  Federation  of  Societies  for  Clinical 
Social  Work. 

Mr.  Adams,  we  are  pleased  to  welcome  you  to  the  subcommittee. 
If  you  would,  identify  the  gentleman  with  you  for  the  record.  We 
have  your  prepared  statement  and  you  may  proceed. 

STATEMENT  OF  KENNETH  L.  ADAMS,  NATIONAL  FEDERATION  OF 
SOCIETIES  FOR  CLINICAL  SOCIAL  WORK,  ACCOMPANIED  BY 
ALVIN  GONZALES,  NATIONAL  ASSOCIATION  OF  SOCIAL  WORKERS 

Mr.  Adams.  Yes,  I  submitted  a  prepared  statement,  which  I  would 
appreciate  being  included  in  the  record. 

Mr.  Corman.  It  will  be  included  in  the  record. 

Mr.  Adams.  Mr.  Chairman,  thank  you  for  this  opportunity  to 
appear.  With  me  on  my  left  is  Alvin  Gonzales,  a  social  worker  and 
a  member  of  the  staff  of  the  National  Association  of  Social  Workers. 
He  will  be  available  to  answer  any  questions  you  may  have  following 
my  summary  of  my  statement. 

I  am  here  today  on  behalf  of  the  National  Federation  of  Societies 
for  Clinical  Social  Work  to  support  proposed  amendments  to  the 
medicare  and  medicaid  programs  which  would  improve,  in  our 
judgment,  the  availability  of  mental  health  services  to  the  poor,  the 
elderly,  and  the  indigent. 

I  had  hoped  that  the  chairman  of  our  legislative  committee,  Dr. 
Arnold  Lavin,  of  Chicago,  could  be  here  today,  but  he  couldn't 
work  it  out  on  short  notice. 
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Specifically,  the  National  Federation  supports  proposal  No.  18 
on  page  6  of  the  committee  print,  which  would  provide  a  modest 
increase  in  the  reimbursement  ceiling  for  outpatient  mental  health 
treatment.  We  also  support  your  proposal  No.  2,  on  page  1  of  the 
committee  print,  which  would  provide  for  increased  participation  by 
nonphysicial  health  providers  such  as  clinical  social  workers  in 
professional  standards  review  organizations  and  in  the  National 
PS  110  Council.  And  let  me  just  say  in  that  regard  that  we  would 
endorse  the  statement  which  I  have  seen  that  was  submitted  by  the 
American  Occupational  Therapy  Association  in  a  letter  dated 
January  21  to  Chairman  Rostenkowski. 

Finally,  though,  and  most  importantly,  the  reason  I  am  here  is 
that  the  National  Federation  strongly  urges  the  subcommittee  to 
incorporate  in  any  legislation  which  develops  as  a  result  of  these 
hearings  the  essential  provisions  of  H.R.  4330,  the  bill  introduced 
by  Congressman  Vanik,  a  member  of  the  subcommittee,  cosponsored 
by  more  than  20  other  Members  of  Congress.  That  bill  would  pro- 
vide medicare  and  medicaid  reimbursement  to  eligible  beneficiaries 
who  seek  diagnostic  and  treatment  services  from  clinical  social 
workers.  It  is  important  to  understand  that  Congressman  Vanik's 
bill  does  not  propose  to  expand  medicare  and  medicaid  coverage  to 
services  which  are  not  presently  covered.  The  medicare  program 
already  provides  coverage,  albeit  somewhat  limited  coverage,  for 
diagnosis  and  treatment  of  mental  and  nervous  disorders.  H.R.  4330 
would  simply  expand  the  class  of  qualified  professionals  who  are 
authorized  to  provide  those  covered  services. 

At  the  present  time,  a  medicare  beneficiary  who  needs  mental 
health  treatment  can  get  reimbursement  only  if  he  or  she  is  treated 
by  a  psychiatrist.  This  is  unnecessarily  restrictive  from  a  clinical 
standpoint;  it  is  unnecessarily  costly  from  a  programmatic  stand- 
point; and  it  raises  a  significant  obstacle  to  effective  service  delivery 
in  view  of  the  relative  shortage  of  psychiatrists  in  many  parts  of 
the  country,  particularly  in  rural  areas,  and  in  less  populous  States. 

The  National  Federation  believes  that  there  are  a  number  of 
reasons  why  coverage  for  mental  health  services  should  not  be 
limited  to  treatment  by  an  M.D. /psychiatrist. 

First,  such  a  restrictive  reimbursement  mechanism  is  at  odds  with 
the  actual  structure  of  mental  health  service  delivery  around  the 
country.  If  you  look  at  facilities  nationwide,  you  will  find  that  far 
more  patients  are  treated  by  clinical  social  workers  than  by  either 
psychiatrists  or  clinical  psychologists.  Clinical  social  workers  are- 
geographically  better  distributed  than  psychiatrists  who  are  heavily 
clustered  in  the  major  urban  areas.  The  usual  staffing  pattern  that 
you  will  find  in  a  mental  health  clinic  resembles  a  pyramid.  At  the 
tip,  you  have  usually  one,  perhaps  two,  M.D. /psychiatrists,  then 
several  psychologists,  and  then,  as  the  pyramid  broadens,  a  signifi- 
cantly larger  number  of  clinical  social  workers  who  render  the  bulk 
of  the  actual  patient  care. 

Second,  by  restricting  coverage  to  services  rendered  by  psychia- 
trists, the  medicare  and  medicaid  programs  deny  to  patients  the 
freedom  to  select  the  mental  health  providers  of  their  choice  among 
the  range  of  highly  qualified  professionals  who  may  be  available. 
Several  States,  including  California  and  Maryland,  have  recently 
enacted  freedom-of-choice  laws  to  guarantee  that  consumers  who 
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purchase  group  health  insurance  policies  in  those  States,  which  in- 
clude coverage  for  mental  and  nervous  disorders,  are  not  denied  re- 
imbursement solely  because  they  choose  a  qualified  therapist  who 
is  a  clinical  social  worker  or  clinical  psychologist  rather  than  an 
M.D./psychiatrist.  Freedom  of  choice  is  particularly  important  in 
the  area  of  mental  health  because  it  is  difficult  enough  for  many 
people  to  admit  to  themselves  and  to  a  qualified  therapist  that  they 
need  and  want  professional  help.  That  problem  is  aggravated  when 
the  insurance  reimbursement  mechanism  raises  an  additional  obstacle 
to  entry  into  the  treatment  system  by  denying  to  the  patient  who 
gets  to  the  point  of  coming  forward,  the  right  to  seek  treatment  from 
the  qualified  provider  whom  he  or  she  chooses  to  go  to. 

Third,  the  hourly  rates  of  clinical  social  workers  are  lower  than 
those  of  psychologists  and  far  lower  than  those  of  psychiatrists,  and 
the  average  cost  per  unit  of  treatment  programwide  would  be  re- 
duced by  permitting  medicare  and  medicaid  beneficiaries  to  seek 
mental  health  services  from  clinical  social  workers  as  well  as  from 
other  professionals. 

Fourth,  medicare  lags  at  present  behind  other  health  insurance 
programs,  both  public  and  private,  which  do  not  require  covered 
mental  health  services  to  be  rendered  only  by  psychiatrists.  Clinical 
social  workers  are  reimbursable  providers  in  the  CHAMPUS  pro- 
gram, in  the  Federal  employees  health  benefits  program,  and  major 
HMO  mental  health  programs  such  as  the  Greater  Marshfield  Clinic 
in  Wisconsin,  which  is  one  of  the  largest  in  the  country. 

For  all  these  reasons  we  believe  it  is  unduly  restrictive  to  limit 
reimbursement  for  mental  health  services  to  only  those  services 
provided  by  psychiatrists. 

In  conclusion,  the  National  Federation  of  Societies  for  Clinical 
Social  Work  urges  the  subcommittee  to  amend  the  medicare  statutes 
to  permit  reimbursement  for  clinical  social  worker  services  where 
the  same  services  would  be  reimbursable  if  rendered  by  a  psychia- 
trist; also  to  increase  the  reimbursement  ceiling  on  outpatient 
mental  health  services  as  you  have  proposed;  and  to  provide  for 
non  physician  membership  in  PSRO's  and  on  the  National  PSRO 
Council.  Each  of  these  proposals  we  believe  would  represent  a 
meaningful  improvement  in  the  mental  health  component  of  the 
medicare  and  medicaid  programs  and  all  of  them  can  be  imple- 
mented well  within  the  cost  constraints  imposed  by  the  budget 
process. 

We  appreciate  this  opportunity  to  speak  to  the  subcommittee. 
We  stand  ready  to  cooperate  with  you  and  your  staff  in  these  areas 
and  any  others  which  affect  the  availability  of  quality  mental" health 
services  to  the  elderly,  the  poor,  and  the  disabled. 

Thank  you,  Mr.  Chairman.  If  there  are  any  questions  at  this  point, 
Al  Gonzales  and  I  will  be  happy  to  discuss  these  matters  with  you. 

[The  prepared  statement  follows:] 

Statement  of  Kenneth  L.  Adams,  National  Federation  of  Societies  for 

Clinical  Social  Work 

Mr.  Chairman,  and  Members  of  the  Subcommittee,  my  name  is  Kenneth 
Adams.  I  appreciate  the  opportunity  to  testify  today  on  behalf  of  the  Na- 
tional Federation  of  Societies  for  Clinical  Social  Work,  in  support  of  proposed 
amendments  to  the  Medicare  and  Medicaid  programs  which  would  improve  the 
availability  of  mental  health  services  to  the  poor,  the  elderly,  and  the  disabled. 
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Specifically  the  National  Federation  supports  proposal  number  18  on  page  6 
of  the  Committee  print,  which  would  provide  a  modest  increase  in  the  reim- 
bursement ceiling  for  outpatient  mental  health  treatment.  The  National  Fed- 
eration also  supports  proposal  number  2,  on  page  1  of  the  Committee  print, 
which  would  provide  for  participation  by  non-physician  health  providers  such 
as  clinical  social  workers  in  Professional  Standards  Review  Organizations.  And 
finally,  the  National  Federation  strongly  urges  the  Subcommittee  to  incor- 
porate in  any  legislation  developed  as  a  result  of  these  hearings  the  essential 
provisions  of  II. R.  4330,  a  bill  introduced  by  Congressman  Vanik  and  co- 
sponsored  by  more  than  20  Members,  which  would  provide  Medicare  and 
Medicaid  reimbursement  to  eligible  beneficiaries  who  seek  diagnostic  and 
treatment  services  from  clinical  social  workers. 

Clinical  social  workers  (also  known  as  psychiatric  social  workers),  are 
mental  health  professionals.  They  are  well  qualified,  by  education  and  post- 
degree  supervised  practice,  to  diagnose  and  treat  mental  and  nervous  dis- 
orders. The  National  Federation  is  a  national  organization  representing 
clinical  social  workers.  Its  members  provide  psychotherapy  services  in  indi- 
vidual and  group  settings.  Many  work  in  public  or  private  mental  health 
clinics.  Many  work  on  hospital  staffs,  in  both  inpatient  and  outpatient  settings. 
Others  are  in  private  practice,  by  themselves  or  as  members  of  group  prac- 
tices. In  short,  in  every  setting  where  diagnosis  and  treatment  of  mental  and 
nervous  disorders  is  available  to  the  public,  you  will  find  clinical  social 
workers  engaged  in  psychotherapy,  either  on  their  own  or  as  members  of  a 
multidisciplinary  treatment  team. 

It  is  important  to  understand  that  Congressman  Vanik's  bill  does  not  pro- 
pose to  expand  Medicare  and  Medicaid  coverage  to  services  which  are  not 
presently  covered.  The  Medicare  program  already  provides  coverage  (albeit 
limited  coverage)  for  diagnosis  and  treatment  of  mental  and  nervous  dis- 
orders. H.R.  4330  would  simply  expand  the  class  of  qualified  professionals  who 
are  authorized  to  provide  those  covered  services. 

At  the  present  time,  a  Medicare  beneficiary  who  needs  mental  health  treat- 
ment can  obtain  reimbursement  only  if  he  or  she  is  treated  by  a  psychiatrist. 
This  is  unnecessarily  restrictive  from  a  clinical  standpoint ;  it  is  unneces- 
sarily costly  from  a  programmatic  standpoint ;  and  it  raises  a  significant 
obstacle  to  effective  service  delivery  in  view  of  the  relative  shortage  of  psy- 
chiatrists, particularly  in  rural  areas  and  in  less  populous  states. 

There  are  a  number  of  reasons  why  coverage  for  mental  health  services 
should  not  be  limited  to  treatment  by  a  psychiatrist. 

1.  Such  a  restrictive  reimbursement  mechanism  is  at  odds  with  the  actual 
structure  of  mental  health  service  delivery  around  the  country.  Manpower 
statistics  developed  by  the  National  Institute  of  Mental  Health  show  that  in 
federally  funded  mental  health  facilities  nationwide,  far  more  patients  are 
treated  by  clinical  social  workers  than  by  either  psychiatrists  or  clinical  psy- 
chologists. In  addition,  clinical  social  workers  are  geographically  better  dis- 
tributed than  psychiatrists,  who  are  heavily  clustered  in  the  major  urban 
areas.  The  usual  staffing  pattern  in  a  mental  health  clinic  resembles  a  pyra- 
mid, with  one  or  two  psychiatrists,  several  psychologists,  and  many  more 
clinical  social  workers  who  render  the  bulk  of  the  actual  patient  care.  The 
President's  Commission  on  Mental  Health  recently  pinpointed  as  a  major 
weakness  in  mental  health  coverage  under  the  Medicare  program  the  restric- 
tion of  coverage  to  the  most  expensive  and  least  widely  available  settings  and 
providers. 

2.  By  restricting  coverage  to  services  rendered  by  phychiatrists,  the  MedL 
care  and  Medicaid  programs  deny  patients  the  freedom  to  select  the  mental 
health  providers  of  their  choice,  among  the  range  of  highly  qualified  profes- 
sionals available.  Several  states  have  recently  enacted  "freedom  of  choice" 
laws  to  guarantee  that  consumers  who  purchase  group  health  insurance  poli- 
cies which  include  coverage  for  mental  and  nervous  disorders  are  not  denied 
reimbursement  because  they  choose  a  qualified  therapist  who  is  a  clinical 
social  worker  (or  clinical  psychologist)  rather  than  an  M.D.  psvchiatrist, 
Freedom  of  choice  is  particularly  important  in  the  area  of  mental  health. 
Because  of  societal  somatization,  it  is  difficult  enough  for  many  people  to 
admit  to  themselves  and  to  a  chosen  psychotherapist  that  they  need  profes- 
sional help.  The  problem  is  aggravated  when  the  insurance  reimbursement 
mechanism  raises  an  additional  obstacle  to  entry  into  the  treatment  system 
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by  denying  the  patient  the  right  to  seek  treatment  from  the  provider  he  or 
she  chooses. 

3.  The  hourly  rates  of  clinical  social  workers  are  lower  than  those  of  psy- 
chologists, and  far  lower  than  those  of  psychiatrists.  The  average  cost  per 
unit  of  treatment,  program-wide,  would  be  reduced  by  permitting  Medicare 
and  Medicaid  beneficiaries  to  seek  treatment  from  clinical  social  workers.  We 
recognize  that  an  increase  in  the  number  of  reimbursable  providers  might  well 
result  in  increased  utilization,  and  therefore  in  some  net  increase  in  total 
program  cost.  But  cost  control  should  not  be  pursued  by  restricting  the  avail- 
ability of  covered  services  so  that  only  the  lucky  few  can  get  access  to  treat- 
ment for  illnesses  ostensibly  covered  by  the  program. 

4.  Medicare  lags  behind  other  health  insurance  programs,  both  public  and 
private,  which  do  not  require  covered  mental  health  services  to  be  rendered 
only  by  psychiatrists.  Clinical  social  workers  are  reimbursable  providers  in 
the  CHAMPUS  program,  in  the  Federal  Employee  Health  Benefits  program, 
in  the  major  H.M.O.  mental  health  programs  such  as  the  Greater  Marshfieht 
Clinic  in  Wisconsin,  and  in  numerous  private  group  health  insurance  plans. 

For  all  these  reasons,  we  believe  it  is  unduly  restrictive  to  limit  reimburse- 
ment to  psychiatrists. 

Finally,  I  would  like  to  say  a  word  in  support  of  the  Subcommittee's  pro- 
posal to  include  non-physician  providers  in  Professional  Standards  Review 
Organizations.  The  National  Federation  and  its  members  have  been  actively 
involved  in  PSRO  efforts  around  the  country.  We  share  the  view  that  pro- 
viders of  health  services  have  an  obligation  to  maintain  and  enforce  high 
professional  standards  and  protect  the  public  from  inadequate  and  inappro- 
priate treatment.  And  in  a  publicly  funded  program  it  is  especially  important 
to  provide  meaningful  controls  on  overutilization  of  reimbursable  services. 
The  PSRO  program  offers  one  mechanism  for  dealing  with  quality  and  cost 
control.  All  treating  professions  should  be  involved  in  the  process,  in  order  to 
make  it  function  properly.  I  would  hope  that  the  Subcommittee's  proposal 
will  extend  also  to  the  National  PSRO  Council,  which  is  presently  restricted  to 
physicians.  Non-physician  health  providers  want  and  should  be  obligated  to 
participate  in  the  PSRO  effort  at  all  levels.  The  PSRO  Council  and  the  De- 
partment of  Health,  Education  and  Welfare  recognition  that  the  National 
PSRO  Council  needed  the  input  of  the  non-physician  treating  professions. 
Since  the  statute  prohibited  nonphysician  members  on  the  Council,  HEW  es- 
tablished a  Non-Physician  Liaison  Network  to  serve  as  an  advisory  body  to 
the  Council.  But  that  group  had  to  be  disbanded  when  HEW  realized  it  was 
not  authorized  by  law.  I  hope  the  Subcommittee  will  take  the  opportunity  to 
cure  that  problem  by  opening  membership  on  the  National  PSRO  Council  to 
non-physician  health  providers. 

In  conclusion,  the  National  Federation  of  Societies  for  Clinical  Social  Work 
urges  the  Subcommittee  to  amend  the  Medicare  statutes  to  permit  reimburse- 
ment for  clinical  social  work  services  where  the  same  services  would  be  reim- 
bursable if  rendered  by  a  psychiatrist  ;  to  increase  the  reimbursement  ceiling 
on  outpatient  mental  health  services  as  proposed ;  and  to  provide  for  non- 
physician  membership  in  PSRO's  and  on  the  National  PSRO  Council.  Each  of 
these  proposals  would  represent  a  meaningful  improvement  in  the  mental 
health  component  of  the  Medicare/Medicaid  program.  And  all  of  them  can 
be  implemented  well  within  the  cost  constraints  imposed  by  the  budget  process. 

Thank  you  for  your  consideration.  We  stand  ready  to  cooperate  with  the 
Subcommittee  and  its  staff  in  these  areas  and  any  others  affecting  the  avail- 
ability of  quality  mental  health  services  to  the  elderly,  the  poor  and  the 
disabled. 

Mr.  Kostenkowski  [presiding].  Mr.  Gorman  will  inquire. 

Mr.  Gorman.  No  questions. 

Mr.  Kostenkowski.  Mr.  Duncan? 

Mr.  Duncan.  No  questions. 

Mr.  Kostenkowski.  Mr.  Cotter  will  inquire. 

Mr.  Cotter.  Thank  you,  Mr.  Chairman.  Could  you  give  us  some 
cost  estimates  of  what  it  would  cost  to  include  clinical  social  workers 
under  medicare? 

Mr.  Adams.  I  think  we  will  both  end  up  giving  the  same  answer, 
and  that  is  that  I  have  not  seen  any  reliable  cost  estimates  generated. 


184 


My  concern  in  that  regard  is  that  probably  only  NIMH  or  someone 
with  their  resources  would  be  in  a  position  to  do  the  kind  of  theo- 
retical study  that  would  be  necessary  here.  There  is  experience,  how- 
ever, in  private  and  in  the  other  public  sector  group  health  insurance 
programs.  I  am  aware  of  none  of  those  programs  which  have  in- 
crementally added  clinical  social  workers  to  a  program  that  has 
already  covered  the  same  services,  but  only  when  rendered  by  a 
psj'chiatrist,  and  which  experienced  any  premium  increase.  I  think 
what  you  find  are  several  competing  considerations.  Assuming,  as 
we  do  here,  that  you  have  a  program  which  already  provides  mental 
health  services — we  are  not  talking  about  new  services;  we  are  just 
talking  about  who  can  render  covered  services — assuming  you  had 
such  a  program,  but  it  only  reimburses  services  when  such  services 
are  rendered  or  signed  off  by  a  psychiatrist,  you  then  expand  the 
range  of  coverage  to  include  clinical  psychologists  and  clinical  so- 
cial workers. 

Mr.  Corman.  And  thereby  increase  utilization? 

Mr.  Adams.  Yes.  You  have  two  sides  to  the  scale.  On  one  side, 
as  I  suggested  before,  you  are  in  a  position  to  lower  the  per  unit 
cost  of  treatment  because  of  lower  costs.  On  the  other  hand,  you 
do  assume,  and  you  do  experience  in  these  other  programs,  an  in- 
crease in  the  utilization,  so  that  you  do  end  up  with  some  net  in- 
crease in  the  program  cost. 

My  feelings  in  that  regard  are  twofold:  First  of  all,  the  one  that 
I  have  seen  chartered  the  best  is  the  Greater  Marshfield  Clinic  in 
Wisconsin,  where  the  curve  looked  something  like  this.  [Indicating.] 
It  was  an  initial  expansion  of  utilization  which  then  tailed  down 
and  leveled  off,  and  I  think  it  is  predictable. 

To  predict  it  within  the  confines  of  the  medicare  program,  I  think 
we  would  have  to  have  some  input  from  the  Federal  agencies  in- 
volved, but  my  overall  feeling  is  that  the  cost  increase  would  not 
be  substantial,  beyond  what  you  are  already  covering  in  the  pro- 
gram, but  even  beyond  that  it  strikes  me  as  inappropriate  to  try  to 
control  costs  in  one  sector  of  covered  services  by  simply  not  making 
those  services  available  to  most  people. 

If  you  are  going  to  cover  mental  health  services,  is  it  right  to  say, 
OK,  we  are  covering  the  services  but  we  are  going  to  cover  them  in 
such  a  fashion  that  only  people  who  have  access  to  a  psychiatrist 
can  get  the  services  that  we  reimburse?  I  don't  think  limiting  the 
number  of  people  who  can  get  access  to  those  services,  the  lucky  few 
who  have  access  to  a  psychiatrist,  which  is  going  to  focus  on  urban 
areas  and  discriminates  against  people  in  the  rural,  less  populous 
States,  that  that  is  an  appropriate  means  of  cost  containment.  I 
don't  think  that  is  the  way  to  control  cost  in  a  program. 

Mr.  Cotter.  What  type  of  services  would  you  perform  as  compared 
to  those  performed  by  a  psychologist  or  a  psychiatrist? 

Mr.  Adams.  The  services  performed  are  essentially  the  same  with 
certain  kinds  of  patients.  In  other  words,  you  have  three  treating 
professions,  all  of  which  can  do  the  same  thing,  but  each  of  which 
has  a  different  orientation  and  different,  special  skills. 

For  example,  of  the  three,  only  a  psychiatrist  can  dispense  and 
prescribe  drugs.  He  is  a  physician;  the  others  are  not. 

Mr.  Cotter.  This  I  know. 
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Mr.  Adams.  The  psychologist  cannot  and  does  not;  neither  does 
the  clinical  social  worker.  Psychologists  have  particular  skills  and 
are  trained  in  psychometric  testing,  which  neither  a  psychiatrist  nor 
a  clinical  social  worker  would  claim.  Clinical  social  workers  are 
more  directly  involved  in  psychotherapy,  but  not  that  which  a  psy- 
choanalyst normally  performs.  He  comes  out  of  that  process  with  a 
slightly  different  background  and  discipline,  more  oriented  toward 
integrating  the  individual  in  his  entire  environment  rather  than  the 
analytical  approach,  although  many  of  the  clinical  social  workers  do 
come  from  a  psychoanalytical  background. 

So,  with  a  particular  patient  with  a  particular  kind  of  problem 
who  needs  psychotherapy,  he  may  be  well  served  by  any  of  the  three. 

Mr.  Cotter.  This,  for  the  most  part,  is  long-term  care,  isn't  it? 

Mr.  Adams.  No,  it  is  not. 

Mr.  Cotter.  Not  just  one  or  two  visits,  is  it? 

Mr.  Gonzales.  Let  me  add  to  what  Ken  has  been  saying. 

Let  me  just  say  the  National  Association  of  Social  Workers  will 
be  submitting  additional  statements  for  the  record  in  which  we  will 
propose  a  study  of  the  major  mental  health  providers,  to  try  and  get 
at  some  answers  to  questions  which  you  initially  raised. 

With  respect  to  the  type  of  treatment  which  clinical  social  work- 
ers in  mental  health  practice  provide,  it  is  not  of  a  long-term  care 
nature.  As  a  matter  of  fact,  one  of  the  cost  effective  parts  of  the  type 
of  treatment  which  is  provided  has  to  do  with  the  short  term,  imme- 
diate result  nature  of  the  type  of  psychotherapy  which  is  provided. 

This  is  due  to  the  kind  of  training  which  social  workers  get  and 
the  kind  of  experience  they  have  in  working  in  agencies  like  com- 
munity mental  health  centers. 

Mr.  Adams.  Let  me  add  to  that.  Not  only  are  we  talking  about 
care  which  is  essentially  short  term  in  nature;  this  is  not  long-term 
psychoanalysis  we  are  talking  about.  We  are  talking  about  behavior 
modification  in  many  instances. 

But  there  is  another  offsetting  cost  factor  which  I  should  have 
mentioned  in  response  to  your  earlier  question  about  the  impact  on 
cost,  and  that  is,  it  has  been  demonstrated  in  research  cited  by  the 
President's  Commission  on  Mental  Health  that  when  you  expand 
utilization  of  mental  health  services  and  make  those  services  avail- 
able to  people,  particularly  in  a  preventive  capacity,  and  can  get 
people  to  use  them,  you  have  a  corresponding  decrease,  not  one  for 
one,  but  there  is  a  measurable  decrease  in  those  people's  utilization 
of  the  physical  health  services,  physicians,  and  hospitals. 

Mr.  Cotter.  I  would  have  to  be  shown  this. 

Mr.  Adams.  I  would  be  happy  to  supply  you  with  some  of  the 
references. 

Mr.  Cotter.  What  are  the  educational  requirements  for  clinical 
social  workers? 

Mr.  Adams.  Master's  or  doctor's  degree  in  social  work  with  appro- 
priate course  curriculum  in  the  specialty  areas  that  are  involved 
here;  2  years  or  3,000  hours  at  a  minimum  of  postdegree  supervised 
clinical  practice,  working  with  patients  under  supervision;  State 
licensing  where  that  has  been  achieved,  and  we  have  been  actively 
pursuing  State  licensing  around  the  country — there  are  now  22 
States  that  license  or  certify  clinical  social  workers — continuing  ed- 
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ucation  requirements,  and  so  on.  Those  are  the  essential  criteria  that 
we  look  at. 

Mr.  Cotter.  Thank  you  very  much. 

Mr.  Gradison? 

Mr.  Gradison.  No  questions. 

Mr.  Cotter.  Thank  you  very  much,  gentlemen. 

Dr.  Joseph  Kelly. 

Welcome  to  the  subcommittee,  Dr.  Kelly.  You  may  proceed  at 
your  leisure. 

STATEMENT  OF  JOSEPH  M.  KELLY,  D.D.S.,  MEMBER,  COUNCIL  ON 
HOSPITAL-DENTAL  SERVICES,  ON  BEHALF  OE  AMERICAN 
DENTAL  ASSOCIATION,  AMERICAN  ASSOCIATION  OF  ORAL  AND 
MAXILLOFACIAL  SURGEONS.  AND  THE  ACADEMY  OF  GENERAL 
DENTISTRY,  ACCOMPANIED  BY  HAL  M.  CHRISTENSEN,  DIRECTOR, 
WASHINGTON  OFFICE,  AMERICAN  DENTAL  ASSOCIATION 

Dr.  Kelly.  Thank  you,  Mr.  Chairman  and  members  of  the  sub- 
committee. 

My  name  is  Dr.  Joseph  M.  Kelly,  of  Worcester,  Mass.  I  maintain 
a  dental  practice  in  that  city  limited  to  oral  surgery  and  presently 
am  serving  as  a  member  of  the  Council  on  Hospital  Dental  Services 
of  the  American  Dental  Association.  I  am  appearing  today  on  behalf 
of  that  organization,  the  American  Association  of  Oral  and  Maxil- 
lofacial Surgeons — AAOMS — and  the  Academy  of  General  Den- 
tistry—AGD. 

At  this  point  I  would  like  to  apologize  for  being  late.  The  flight 
from  Boston  took  an  unscheduled  1  hour  detour  from  Baltimore. 

We  appreciate  this  opportunity  to  discuss  three  aspects  of  the 
medicare  law  which  are  of  concern  to  the  dental  profession  and  are 
on  the  list  of  subjects  for  these  hearings.  Two  of  these  points,  which 
are  of  particular  concern  to  dental  practitioners  providing  oral  sur- 
gical services,  are  addressed  in  H.R.  3053,  introduced  by  Mr.  Cor- 
man  and  cosponsored  by  a  majority  of  the  members  of  both  this  sub- 
committee and  the  full  Ways  and  Means  Committee. 

We  strongly  urge  favorable  action  on  H.R.  3053  at  the  earliest 
time.  It  has  been  pending  throughout  this  Congress  and  a  similar 
bill  that  had  been  introduced  in  the  prior  Congress. 

The  matters  addressed  in  H.R.  3053  are  important  and  practical 
problems  which  deserve  favorable  attention  now : 

I.  ELIMINATE  DISCRIMINATION  BETWEEN  PHYSICIANS  AND  DENTISTS 
IN  THE  REIMBURSEMENT  OF  COVERED  SERVICES  UNDER  TITLE  XVIII 

A  significant  number  of  professional  services  presently  provided 
by  both  dentists  and  physicians  in  the  field  of  oral  surgery  are  reim- 
bursed only  when  they  are  provided  by  physicians.  H.R.  3053  will 
eliminate  this  discrimination. 

The  professional  practice  of  dentists,  especially  that  of  oral  sur- 
geons, often  overlaps  with  that  of  physicians.  Practitioners  in  both 
groups,  for  example,  often  admit  their  patients  to  hospitals  and  per- 
form complicated  maxillofacial  procedures.  Further,  both  groups 
frequently  provide  diagnostic  care  and  treatment  of  oral  infections. 
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Medicare,  however,  will  pay  all  benefits  for  these  services  if  they  are 
performed  by  a  physician,  but  the  medicare  intermediary  often  will 
routinely  reject  the  payment  request  if  the  diagnostic  care  or  treat- 
ment of  oral  infection  was  performed  by  a  dentist. 

Under  present  law,  medicare  only  covers  the  services  of  dentists 
when  they  constitute  so-called  plrysicians'  services.  It  is  necessary, 
therefore,  to  look  at  the  definition  of  physician  in  deciding  whether 
a  specific  service  is  covered.  ''Physician"  is  defined  to  include  a  doc- 
tor of  dental  or  oral  surgery  licensed  by  his  State  but  only  with  re- 
spect to:  One,  surgery  related  to  the  jaw  or  any  contiguous  struc- 
ture; or  two,  reduction;  that  is,  the  alinement  of  fractures  of  the 
jaw  or  any  facial  bone. 

As  existing  medicare  law  is  interpreted  by  the  Social  Security 
Administration,  a  dentist  only  functions  as  a  physician  and  his 
services  are  only  covered  when  he  is  involved  in  the  actual  perform- 
ance of  surgery  or  reduction.  Thus  the  law  seriously  discriminates 
against  dentists  by  excluding  important  nonsurgical  functions,  such 
as  the  management  of  salivary  gland  infections,  which  are  covered 
only  if  performed  by  a  physician.  No  logical  reason  exists  to  support 
this  unfair  treatment.  Both  disciplines  are  professionally  trained 
and  licensed  by  State  law  to  perform  these  procedures. 

This  problem  has  serious  consequences  for  the  patient  and  is  im- 
portant to  the  professional  life  of  the  dentist.  If  the  patient  is  aware 
of  the  discrimination,  his  freedom  of  choice  of  provider  between  a 
physician  and  a  dentist  will  be  prejudiced.  If  he  is  not  aware  of  this 
legal  pitfall  when  he  is  treated  by  a  dentist,  he  will  be  deprived  of 
reimbursement  for  what  surely  must  appear  to  him  a  completely 
arbitrary  distinction. 

Parenthetically,  Mr.  Chairman,  I  would  like  to  point  out  in  my 
own  area  we  have  a  number  of  physicians  who  refer  salivary  gland 
problems  to  an  oral  surgeon  who  has  an  interest  and  an  expertise  in 
the  area,  but  because  he  is  referred  to  as  an  oral  surgeon  he  practices 
under  a  dental  license  and  the  patient  does  not  receive  the  benefit 
under  the  medicare  law. 

To  put  this  problem  into  concrete  terms  of  actual  cases  as  illus- 
trations, the  Social  Security  Administration's  interpretation  of  pres- 
ent medicare  law :  One,  denied  payment  to  a  patient  for  the  services 
of  an  oral  surgeon  who  had  been  called  to  the  emergency  room  by 
the  patient's  physician  to  locate  a  bullet  in  the  patient's  tongue : 
two,  forced  a  73-year-old  woman  to  find  her  own  means  of  paying 
for  an  oral  surgeon's  evaluation  of  oral  and  maxillofacial  injuries 
suffered  in  an  automobile  accident;  three,  denied  reimbursement  to 
an  elderly  man  who  was  treated  by  an  oral  surgeon  for  emporoman- 
dibular — jaw — joint  arthritis;  four,  denied  payment  for  drug  injec- 
tions administered  by  an  oral  surgeon  to  a  facial  nerve  of  a  patient 
suffering  from  tic  douloureux,  the  most  painful  and  debilitating  of 
all  facial  pains;  and  five,  denied  payment  to  a  patient  for  treatment 
by  his  oral  surgeon  of  an  obstruction  and  swelling  of  a  salivary 
gland.1 

These  are  not  isolated  examples.  Our  files  contain  numerous  simi- 
lar cases.  The  problem  is  serious  and  it  needs  prompt  correction. 

1  The  AAOMS  has  compiled  a  binder  of  documented  examples  of  cases  where  this 
serious  inequity  has  created  problems  for  patients.  This  binder  has  been  made  available 
for  the  review  of  the  subcommittee  and  its  staff. 
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The  solution  provided  in  H.R.  3053  will  not  increase  the  scope  of 
covered  services,  since  it  does  not  affect  the  existing  exclusion  of 
other  dental  services  found  in  section  1862(a)  (12).  The  solution  of 
this  problem  will  merely  assure  that  patients  will  not  be  denied  re- 
imbursement for  otherwise  covered  service  solely  because  of  the  aca- 
demic degree  of  the  provider. 

H.  COVER  INPATIENT  HOSPITAL  SERVICES  FOR  ALL  DENTAL 
PROCEDURES  THAT  REQUIRE  HOSPITALIZATION 

The  second  area  of  concern  in  medicare  which  is  covered  by  H.R. 
3053  concerns  reimbursement  for  hospitalization  required  by  the 
severity  of  a  patient's  dental  condition. 

Mr.  Corman.  Would  you  suspend  for  a  couple  of  minutes.  There 
is  a  vote  and  the  Chair  will  be  back  in  the  meantime. 

Dr.  Kelly.  I'd  be  happy  to,  Mr.  Chairman. 

[Brief  recess.] 

Mr.  Rostenkowski.  The  subcommittee  will  resume  its  hearing. 
Dr.  Kelly.  Thank  you,  Mr.  Chairman.  Do  you  want  me  to  con- 
tinue ? 

Mr.  Rostenkowski.  Yes,  sir. 

Dr.  Kelly.  The  point  we  were  covering  was  No.  2  of  concern, 
which  was  in  medicare,  which  is  covered  under  the  bill  H.R.  3053. 
It  concerns  reimbursement  of  hospitalization  required  by  the  sever- 
ity of  a  patient's  dental  condition. 

The  present  medicare  statute  as  interpreted  by  the  Social  Security 
Administration  restricts  the  payment  of  inpatient  hospital  expenses 
in  the  case  of  a  noncovered  dental  procedure  to  circumstances  in 
which  the  patient  has  a  specific  medical  impairment  for  which  hos- 
pitalization is  required  to  assure  proper  medical  management,  con- 
trol, or  treatment. 

The  only  example  of  a  medical  impairment  justifying  the  hospi- 
talization of  a  patient  for  a  noncovered  dental  service  given  in  the 
Social  Security  Administration's  Intermediary  Manual  is  "a  pa- 
tient who  has  a  history  of  repeated  heart  attacks  who  must  have  all 
of  his  teeth  extracted." 

While  the  Intermediary  Manual  could  be  expanded  to  include 
more  comprehensive  examples  of  medical  impairments  which  would 
require  hospitalization,  such  expansion  would  not  solve  the  problem. 
SSA  presently  gives  no  weight  to  the  severity  of  the  patient's  dental 
condition  in  determining  whether  hospitalization  is  required.  SAA 
is  only  concerned  with  whether  or  not  performancee  of  the  dental 
procedure  risks  aggravation  of  a  specific,  preexisting  medical  im- 
pairment to  the  extent  that  hospitalization  is  required  for  proper 
management,  control,  or  treatment  of  that  impairment. 

The  effect  of  existing  law,  as  presently  interpreted  by  HEW,  is  to 
preclude  hospitalization  coverage  where,  in  the  judgment  of  the 
patient's  dentist,  the  severity  of  the  dental  condition  in  the  circum- 
stances of  the  particular  patient  requires  hospitalization  for  the  safe 
performance  of  a  noncovered  dental  procedure. 

H.R.  3053  will  permit  the  dentist  to  take  into  account,  without 
disadvantage  to  the  patient's  hospitalization  coverage  under  medi- 
care, the  severity  of  the  patient's  dental  condition.  It  would  author- 
ize coverage  where  the  severity  of  the  dental  condition,  considering 
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the  patient's  age  and  general  health,  requires  hospitalization  in  order 
to  assure  the  availability  of  proper  management,  control,  or  treat- 
ment for  the  safe  performance  of  the  dental  procedure  and  proper 
postoperative  care.  Dentists  accept,  of  course,  that  their  judgment 
that  hospitaliation  is  required  would  be  subject  to  the  applicable 
standards  of  review. 

The  proposed  amendment  in  H.R.  3053  would  eliminate  cases  such 
as  the  following  where  Under  existing  law  the  patient  must  find  his 
own  means  of  payment  for  the  hospital  expenses.  For  example :  One, 
an  80-year-old  woman  in  Florida  who  was  hospitalized  by  her  oral 
surgeon  for  the  removal  of  six  maxillary  teeth  had  her  claim  re- 
jected because  the  medicare  intermediary  found  that  she  was  treated 
for  a  purely  dental  condition ;  two,  a  93-year-old  man  in  Illinois  who 
was  hospitalized  by  his  oral  surgeon  for  the  extraction  of  11  seriously 
diseased  teeth  had  his  claim  denied;  and  three,  in  Missouri  a  medi- 
care patient  had  to  pay  his  own  hospital  bill  because  he  was  hospi- 
talized by  his  oral  surgeon  for  preparation  of  the  lower  jaw  for  den- 
tures using  a  skin  graft. 

These  are  only  three  of  the  examples  regularly  received  every 
year  but  they  graphically  illustrate  the  problem.1 

H.R.  3053  provides  that  medicare  should  cover  inpatient  hospital 
expenses  if  in  the  judgment  of  his  dentist  the  severity  of  a  patient's 
dental  condition  requires  him  to  be  hospitalized  for  performance  of 
a  dental  procedure  notwithstanding  that  the  procedure  itself  is  not 
a  covered  health  service.  This  will  not  increase  the  coverage  of  den- 
tal fees.  It  will  only  increase  hospital  coverage  and  aid  the  patient. 

III.  DENTIST  PARTICIPATION  IN  PROFESSIONAL  STANDARDS 
REVIEW  ORGANIZATIONS 

The  subcommittee  invited  comments  on  the  PSRO  program  which 
also  is  of  considerable  concern  to  our  associations.  While  dental  serv- 
ice are  mandated  for  review  by  PSRO's,  dentists  are  excluded  from 
membership  in  the  decisionmaking  bodies  at  the  local,  State,  and 
National  levels.  This  exclusion  is  most  acute  in  the  case  of  dentists 
who  are  practicing  in  hospitals  and  thus  are  presently  being  re- 
viewed by  PSRO's.  The  exclusion  will  be  as  important,  or  more  so, 
in  the  future  when  PSRO  review  is  extended  to  ambulator;^  care. 

In  the  past  we  have  pointed  out  to  this  subcommittee  the  unique 
nature  of  the  dental  profession.  Dentists  are  professional  providers 
of  primary  oral  health  care  and  are  independently  and  duly  licensed 
in  every  State  and  jurisdiction  in  the  Nation  to  provide  such  care. 
Under  medicare  at  present,  dentists  are  the  only  nonphysician  health 
professionals  granted  independent  authority  to  certify  hospital 
admissions. 

Today  there  are  over  100,000  dentists  engaged  in  private  practice 
and  more  than  100  million  people  annually  seek  their  services.  Ap- 
proximately $9  billion  is  spent  annually  for  dental  services  with 
public  expenditures  for  dental  care  of  $469  million. 

In  addition,  dentists  are  actively  engaged  today  in  providing  care 
within  hospitals  and  other  institutional  settings  care  which  is  cur- 


1  As  In  the  case  of  the  first  inequity  discussed  in  this  statement,  the  AAOMS  has 
compiled  documented  examples  of  this  problem  which  have  been  made  available  for 
the  use  of  the  subcommittee  and  its  staff. 
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rently  subject  to  PSRO  review.  More  than  2,500  hospitals  todav 
have  organized  dental  services  which  are  either  free  standing  or  as 
sections  within  departments  of  surgery.  More  than  28,000  dentists 
regularly  admit  patients  to  hospitals.  Approximately  3  percent  of 
total  admissions  to  hospitals  are  for  dentally  related  services.  There 
are  numerous  facts  which  emphasize  the  unique  and  distinct  role 
played  by  dentists  in  the  health  care  delivery  system. 

The  history  of  the  dental  profession  with  regard  to  participation 
in  the  PSRO  process  is  longstanding.  We  will  not  burden  you  with 
all  of  its  details  but  will  note  that  appearances  by  the  American 
Dental  Association  and  the  American  Association  of  Oral  and 
Maxillofacial  Surgeons  before  the  National  PSR  Council  to  request 
support^  for  appropriate  changes  in  the  PSRO  law  have  resulted  in 
a  council  action  recognizing  the  distinctions  between  dentistry  and 
the  other  health  professions.  The  council  recommended  that  the 
Department  support  an  amendment  to  the  PSRO  law  that  would 
provide  membership  for  a  dentist  on  the  National  PSRO  Council 
and  enable  local  PSRO's  to  offer  membership  to  dentists  who  are 
members  of  hospital  medical  staffs  and  hold  independent  hospital 
admitting  privileges. 

We  welcome  the  initiative  of  HEW,  as  set  forth  in  Mr.  Derzon  *s 
statement  to  this  subcommittee  on  June  19,  endorsing  the  council's 
recommendation.  Mr.  Derzon  characterized  the  inclusion  of  dentists 
as  members  of  local  PSRO's  as  an 

-appropriate  broadening  of  the  base  of  PSRO  participation  which  should 
•  enhance  the  contributions  these  organizations  can  make  to  appropriate  quality 
and  utilization  of  services  under  the  Federal  health  programs. 

With  respect  to  the  National  PSR  Council,  Mr.  Derzon  said  that 
inclusion  of  a  dentist  "would  broaden  the  scope  of  expertise  this 
body  brings  to  the  program." 

While  we  welcome  HEW's  position,  we  believe  in  the  case  of  local 
PSRO's ;  it  has  two  serious  deficiencies,  one  immediate  and  the  other 
longer  term.  HEW  would  open  membership  in  local  PSRO  units 
only  at  the  option  of  each  local  unit.  This  veto  permits  the  local 
units  to  undercut  the  enhancement  of  PSRO's  which  HEW  envi- 
sions by  broadening  membership.  We  fully  agree  that  inclusion  of 
all  hospital  staff  members  with  independent  admitting  privileges 
would  enhance  the  local  PSRO  structure,  but  authorization  for  their 
inclusion  as  members  of  local  PSRO's  should  not  be  subject  to  local 
option.  Indeed,  without  membership  in  local  PSRO's,  dentists  will 
not  be  assured  peer  review  of  inpatient  services  which  they  are  pro- 
viding. 

Dentists  who  are  members  of  hospital  staffs  have  Ions:  worked 
successfully  with  their  medical  colleagues  in  the  area  of  hospital 
utilization  review  and  they  can  and  will  continue  to  do  so  in  the 
PSRO  structure.  Without  membership  in  the  local  units,  dentists 
who  are  hospital  staff  members  cannot  adequatelv  participate  in  the 
review  functions  of  the  PSRO  and  in  the  policymaking  decisions 
and  standard  setting  which  will  affect  the  dental  component  of  peer 
review. 

In  the  longer  term,  the  present  arrangements  excluding  dentists 
from  local  PSRO  membership  will  become  more  unrealistic  as  am- 
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bulatory  services  are  given  closer  attention.  In  the  case  of  ambula- 
tory care,  who  but  a  dentist  can  provide  peer  review? 

We  strongly  endorse  a  seat  for  dentistry  on  the  National  PSR 
Council  but  urge  that  provision  for  dental  representation  on  the 
statewide  councils  also  be  included  for  the  same  reasons  given  by 
Mr.  Derzon  in  the  case  of  the  national  council. 

In  light  of  the  nature  and  extent  of  dental  services  now  subject  to 
PSRO  review  because  they  are  provided  in  institutional  settings,  the 
much  greater  amount  of  dental  services  which  will  be  subject  to 
review  when  the  program  is  expanded  to  include  review  of  ambula- 
tory services,  and  the  actions  of  the  Department  of  HEW  and  Na- 
tional PSRO  Council  recognizing  the  unique  role  of  dentistry  in  the 
health  professions,  we  recommend  that  legislation  be  enacted  to  pro- 
vide the  following: 

One :  National  and  State  PSRO  Council  membership  for  dentists ; 

Two:  Authorization  for  membership  in  local  PSRO's  for  dentists 
who  are  hospital  medical  staff  members  in  order  to  assure  their  full 
participation  in  the  review  of  dental  services  provided  in  institu- 
tional settings; 

Three:  A  provision  mandating  that  before  PSRO  authority  be 
expanded  to  include  review  of  ambulatory  services  there  be  provi- 
sion for  inclusion  of  dentists  in  this  review  process  with  regard  to 
dental  services  provided  in  noninstitutional  settings. 

The  PSRO  program  is  of  major  significance  to  the  success  of  the 
Social  Security  Act  health  programs.  It  cannot  work  with  respect  to 
covered  dental  services  unless  dentists  are  permitted  to  participate 
in  it.  There  is  an  immediate  need  for  dental  participation  in  the 
review  of  dental  services  now  being  provided  in  institutional  set- 
tings. There  will  be  an  equally  imperative  need  for  dental  partici- 
pation in  the  review  of  other  services  as  they  are  made  subject  to 
review.  WTe  request  your  support  for  amendments  to  the  PSRO  law 
to  accomplish  these  goals  in  the  manner  outlined  above. 

Although  the  subject  is  not  within  the  scope  of  these  specific  hear- 
ings, I  would  like  to  briefly  emphasize  the  dental  profession's  belief 
that  part  B  of  medicare  should  be  amended  to  cover  all  dental  serv- 
ices. We  believe  the  need  of  elderly  people  for  this  expansion  of 
benefits  can  be  strongly  shown  and  hope  to  have  the  opportunity  to 
discuss  this  issue  fully  with  you  at  a  later  date. 

Thank  you  for  this  opportunity  to  present  our  views  on  these  very 
important  issues.  The  assistance  of  our  organizations  in  drafting 
appropriate  amendments  to  the  PSRO  law  is  offered  to  you  and  your 
staff. 

I  would  be  pleased  to  respond  to  any  questions  you  may  have. 

Mr.  Rostenkowski.  You  recommend  that  medicare  coverage  be 
expanded  to  cover  the  cost  of  hospitalization  for  routine  dental  serv- 
ices where  the  seriousness  of  the  dental  procedure  to  be  performed 
warrants  such  hospitalization.  The  dental  procedure,  of  course, 
would  not  be  covered. 

What  are  the  types  of  dental  procedures  which  are  so  severe  that 
they  wTould  warrant  hospitalization  in  every  case,  and  should  we  be 
using  as  a  test  the  dental  condition  of  the  patient  or  the  severity  of 
the  dental  procedure? 
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Dr.  Kelly.  Mr.  Chairman,  a  typical  example  might  be  the  recon- 
struction of  the  mouth  in  elderly  patients,  so  that  they  can  wear 
dentures.  The  surgical  procedures  involved  are  such  that  postopera- 
tive management,  the  use  of  intravenous  fluids,  is  common  and  ba- 
sically a  hospital  facility  is  necessary. 

The  question  of  how  to  determine  which  ones  should  and  should 
not  be  in  the  hospital  on  the  basis  of  either  the  procedure  or  the 
diagnosis,  I  think,  would  have  to  be  developed,  and  appropriately 
so,  through  utilization  review  committees  and  perhaps  a  mechanism 
such  as  the  PSRO;  but  there  are  a  number  of  surgical  procedures 
that  are  carried  out  now  in  which  a  hospital  facility  is  the  only 
appropriate  site  of  care  and  for  those  procedures  the  patient  cannot 
get  the  benefits  of  the  hospital  coverage  under  medicare.  In  fact, 
ven  the  extended  program  such  as  Blue  Cross/Blue  Shield,  Medex 
in  our  State,  will  not  cover.  The  patient  is  denied  the  use  of  a  hos- 
pital facility  and  because  of  their  age  in  many  of  these  cases  it  is 
mandatory  that  they  are  done  in  a  hospital. 

Mr.  Bostenkowski.  Mr.  Pike? 

Mr.  Pike.  No,  I  have  no  questions. 

Mr.  Bostenkowski.  Mr.  Gradison? 

Mr.  Gradison.  Thank  you,  Mr.  Chairman. 

I  think  it  would  be  helpful  either  now  or  later  for  the. record  if 
you  could  spell  out  the  distinction  between  doctor  of  dental  surgery 
and  doctor  of  oral  surgery  or  the  distinction  which  may  end  up  be- 
ing cast  in  statutory  language,  what  differences  there  are  in  training, 
and  how  you  feel  "that  the  difference  should  be  recognized  in  the 
language  which  we  might  use  in  carrying  out  your  recommendations. 

Dr.  Kelly.  I  think  that  we  have  to  deal  with  the  license  under 
which  the  practitioner  is  practicing,  and  oral  surgeons  operate  under 
a  dental  license,  so  we  are  talking  about  those  operating  under  a 
State  dental  license. 

Now,  not  all  dentists  practicing  under  a  dental  license  are  doing 
oral  surgery.  There  is  a  significant  amount  of  difference  in  training 
and  background,  just  as  there  is  in  medicine  for  those  operating 
under  a  medical  license. 

We  have  oral  surgeons  who  have  a  minimum  of  3  years  of  post- 
doctoral training  in  a  hospital.  A  general  dentist  may  have  intern- 
ships or  residencies,  too,  but,  again,  I  think  we  have  to  say  that  the 
right  to  carry  out  a  procedure  under  medicare,  the  right  has  to  be 
given  to  those  who  have  a  license  to  practice  dentistry. 

The  oral  surgeons  are  given  their  right  within  a  hospital  on  an 
individual  hospital  basis.  The  procedures  that  they  are  given  privi- 
leges to  perform,  as  with  physicians,  are  determined  at  the  local 
hospital  level  on  the  basis  of  their  background  and  training.  That 
is  an  individual  thing. 

Our  concern  is  that  where  a  dentist  has  the  expertise  to  carry  out 
the  procedure  that  a  physician  also  would  be  carrying  out,  and  he  is 
allowed  to  do  it  under  State  law,  he  should  be  covered  as  well  as  the 
plrysician,  and  the  patient  should  not  be  denied  the  benefit  of  a  cov- 
ered service  merely  because  he  went  to  a  qualified  professional  who 
has  a  dental  degree  and  operates  under  a  dental  license. 

Mr.  Gradison.  Thank  you. 

Thank  you,  Mr.  Chairman. 
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Mr.  Pike.  Mr.  Chairman,  may  I  change  my  mind  ? 

I  am  curious  about  one  aspect  that  keeps  coming  up  in  other  con- 
texts. Are  dentists  in  any  State  that  you  are  aware  of  allowed  to 
practice  in  corporate  form?  Can  dentists  incorporate  and  practice  as 
professional  corporations  ? 

Dr.  Kelly.  Dentists,  I  believe,  in  most  States,  can  form  profes- 
sional corporations,  just  like  physicians. 

Mr.  Pike.  When  a  dentist  is  practicing  as  a  corporation,  who  gets 
approved  by  the  medicare  proposal  under  your  recommendation,  the 
dentist  or  the  corporation? 

Dr.  Kelly.  This  would  be  the  dentists. 

Mr.  Pike.  Well,  would  the  dentist  who  is  practicing  as  a  corpora- 
tion but  is  admitted  under  medicare  still  have  all  of  the  protections 
for  which  he  incorporated  under  your  theory?  I  am  very  dubious 
about  the  corporate  practice  of  medicine.  I  am  even  dubious  about 
the  corporate  practice  of  law,  to  tell  you  the  honest  truth ;  but  when 
we  get  into  corporate  doctors  and  corporate  dentists,  if  the  dentist  is 
admitted  to  the  medicare  program,  is  he  still  going  to  have  all  of 
these  corporate  limitations  on  his  own  liability  for  his  own  acts  ? 

Dr.  Kelly.  Mr.  Chairman,  it  is  my  understanding — I  am  not  ex- 
pert in  this  area — that  as  a  professional  practitioner  you  are  prac- 
ticing strictly  under  your  dental  license;  your  privileges  in  a  hospi- 
tal, your  responsibility  to  third  parties,  and  I  would  presume  to 
medicare  and  medicaid,  you  are  operating  as  an  individual  practi- 
tioner licensed  under  the  Dental  Practice  Act  in  your  State,  and 
certainly  in  a  hospital  you  are  given  privileges  on  an  individual 
basis.  I  don't  see  that  as  having  any  relationship  to  the  corporate 
status  of  a  practice. 

Now  I  may  be  missing  something  here. 

Mr.  Pike.  Let  me  explain  to  you  what  my  concern  is:  There  are 
practitioners  of  health  services  who  form  corporations  and  then  sub- 
sidiary corporations  to  do  drug  work  and  then  subsidiary  corpora- 
tions to  do  other  kinds  of  work,  and  somewhere  along  the  line  I  think 
that  there  are  very  major  opportunities  for — to  use  the  colloquial- 
ism— ripping  off  the  system,  and  I  am  seeking  a  little  guidance  on 
what  we  can  do  to  make  sure  that  all  we  are  dealing  with  is  indi- 
viduals and  their  licenses  and  their  individual  practices  and  their 
individual  reputations,  that's  all. 

Dr.  Kelly.  I  can't  answer  all  of  your  concerns  there.  I  think  that 
I  now  understand  your  reference  in  the  areas  of  medical  care  in 
general  and  a  lot  of  other  subsidiary  aspects  of  medical  care. 

In  dentistry,  at  least,  what  we  are  talking  about  at  this  time,  we 
do  not  have  a  program  that  is  providing  all  dental  care.  I  did  not 
perceive  this  as  a  problem. 

Mr.  Pike.  Do  dentists  join  together,  for  example,  in  subsidiary 
corporations  or  corporations  controlled  by  dentists  which  make  den- 
tures, for  example? 

Dr.  Kelly.  I  presume  there  have  been,  but  I  have  no  direct 
knowledge. 

Mr.  Pike.  Believe  me,  I  don't  mean  to  be  critical.  I  am  just  ex- 
ploring with  you  my  own  concerns,  based  on  a  little  bit  of  experi- 
ence, and  when  we  get  corporate  structures  involved  in  either  a  di- 
rect or  a  subsidiary  practice  of  either  medicine  or  dentistry,  I  just 
wonder  where  we  find  responsibility,  that's  all. 
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Dr.  Kelly.  I  would  share  your  concern  on  that,  but  I  would  think 
that  we  are  still  dealing  with  just  individual  dentists,  and  under 
State  law,  even  if  they  are  incorporated,  they  are  still  personally 
liable  and  they  are  responsible  directly  for  the  patient's  care. 

Mr.  Pike.  One  final  question :  Would  you  object,  in  the  event  that 
we  did  this,  to  a  limitation,  stating-  that  the  right  to  participate 
would  be  limited  to  individuals  practicing  in  an  individual  capacity? 

Dr.  Kelly.  May  I  ask  for  some  help  on  that  question? 

Mr.  Pike.  Certainly. 

Dr.  Kelly.  Mr.  Christensen,  who  is  the  director  of  the  Washington 
office  of  the  American  Dental  Association,  perhaps  could  answer 
that  best. 

Mr.  Christensen.  I  believe  with  respect  to  medicare  that  the  sit- 
uation is  already  covered  because  it  refers  to  the  physician  specif- 
ically and  includes  a  dentist  within  that  definition  for  certain  pur- 
poses, so  I  think  your  existing  law  relates  to  the  individual  and  not 
to  any  kind  of  a  corporate  structure. 

Mr.  Pike.  As  I  understand  it — I  may  be  wrong — all  our  existing 
law  does  when  3^011  get  into  the  question  of  corporations  is,  it  re- 
quires that  the  ownership  of  the  corporation  be  revealed.  If  a  person 
owns  more  than  5  percent  of  the  stock  or  something  like  that,  it  has 
to  be  revealed,  but  there  is  no  limitation  on  it,  is  there? 

Mr.  Christensen.  It  is  my  understanding — and  I  could  be  wrong — 
but  I  don't  believe  that  applies  to  the  professional  corporation, 
and  as  Dr.  Kelly  said,  all  of  those  laws  that  I  know  about  in  the 
States  contain  provisions  specifically  providing  that  the  practitioner 
physician,  dentist,  whatever  he  may  be  that  the  protections  with 
respect  to  individual  liability  do  not  apply  to  him  in  the  same  way 
that  they  do  to  a  business  corporation. 

Mr.  Pike.  Once  3<ou  get  this  subsidiary  that  is  making  dentures 
or  making  prescriptions  or  doing  something  else,  that  subsidiary 
isn't  a  professional  corporation;  that  is  a  business  corporation? 

Mr.  Christensen.  Well,  in  our  case  he  is  not  reimbursed  under  the 
program  since  dentures  are  not  covered. 

Mr.  Rostenkowski.  Mr.  Corman? 

Mr.  Corman.  Mr.  Chairman,  with  respect  to  Mr  Pike's  concern 
about  the  potential  ripoff,  which  I  think  does  exist,  first  of  all,  we 
have  to  focus  in  on  the  kind  of  reimbursement  we  are  discussing 
with  oral  surgeons. 

We  are  talking  about  whether  or  not,  for  instance,  they  should 
have  the  authority  under  medicare  to  admit  a  patient  to  a  hospital. 
They  have  that  authority  under  the  law  and  under  the  regulations 
of  the  hospital.  Now,  I  do  not  really  think  that  the  oral  surgeons 
are  in  very  much  trouble,  from  my  observation.  They  are  doing 
pretty  well. 

My  concern  is  the  patient,  That  patient  winds  up  in  the  hospital 
and  some  medicare  clerk  goes  back  and  reviews  the  case  and  says, 
"Oh,  yes,  if  you  had  been  admitted  by  a  medical  doctor,  we  would 
pay  this  bill.  But  you  made  a  mistake;  you  got  admitted  by  your 
oral  surgeon,  so  we  will  not  pay  the  bill."  That  is  not  fair  to  the 
beneficiary. 

The  same  for  the  kinds  of  care  we  are  talking  about  which  under 
State  law  may  be  performed  by  an  oral  surgeon  or  a  medical  doctor. 
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The  beneficiary  goes  to  the  wrong  practitioner.  He  goes  to  the  oral 
surg*eon  because  he  has  always  gone  there  and  received  good  service. 
When  he  gets  to  be  past  65,  medicare  does  not  pay. 

Those  two  things,  it  seems  to  me,  ought  to  be  extended  to  the 
beneficiary  and  I  can  not  see  any  potential  ripoff .  It  would  be  different 
if  we  were  talking  about  dentures  and  so  forth,  like  we  do  with 
laboratory  fees  and  doctors  owning  the  labs.  Anytime  there  are 
joint  ownership  opportunities,  you  have  lots  of  problems.  I  cannot 
see  that  existing  in  this  particular  situation  and  I  do  think  that  it 
is  an  undue  burden  on  the  patients  to  say  to  them,  "You  are  going 
to  have  to  figure  out  how  Dr.  Jones  can  put  you  in  the  hospital  and 
we  will  pay  it,  but  if  Dr.  Brown  does  it,  performs  the  same  service, 
or  even  performs  a  service  after  the  medical  doctor  admits  you,  in 
one  case  we  pay  and  in  one  we  don't."  That  does  not  make  sense. 

I  hope  we  change  that  provision.  I  agree  with  you  that  we  have 
to  watch  carefully  for  the  kind  of,  in  a  sense,  doubleclealing.  If  the 
dentists  own  the  hospital,  I  would  be  a  little  worried,  but,  generally 
speaking,  not  nearly  as  man}^  dentists  own  hospitals  as  do  medical 
doctors,  so  I  hope  we  include  this  in  our  bill. 

Mr.  Kostexkowski.  Ms.  Keys? 

Ms.  Keys.  I  would  like  to  ask  one  question.  I  missed  part  of  your 
testimony.  It  is  unrelated  but  as  an  expert  witness  I  think  you  might 
have  the  answer  to  a  problem  area  that  I  have  known  to  exist  in  our 
coverage,  either  private  or  Government,  It  wouldn't  refer  to  medi- 
care coverage  because  we  are  dealing  with  young  children. 

Do  you  know  of  any  insurance  coverage  in  either  private  insurance- 
coverage  or  Government  medicaid  insurance  coverage  that  deals  with 
the  kind  of  rehabilitative  work  necessary  for  a  child  with  a  cleft 
palate  and  lip  anomaly  that  is  performed  by  an  orthodontist  or  an 
oral  surgeon? 

Dr.  Kellt.  I  do  know  that  there  are  funds,  I  believe,  under  title 
V  that  are  used  for  some  cleft  palate  teams  in  which  oral  surgeons, 
plastic  surgeons,  and  pediatricians  all  operate  within,  and  there  has 
been  some  funding  of  that  up  in  the  Commonwealth  of  Massachu- 
setts. I  do  not  have  any  of  the  details  on  that,  but  there  has  been  some 
assistance  there. 

I  would  presume  that  private  insurance  would  certainty  pay  for 
some  of  these  areas. 

Ms.  Keys.  To  my  knowledge,  to  date  there  is  no  insurance  cover- 
age for  orthodontia  for  such  a  child,  even  though  it  is  entirely  re- 
habilitative in  nature  and  has  nothing  to  do  with  straightening 
teeth,  et  cetera,  but  has  something  to  do  with  trying  to  rearrange 
the  mouth  form  structure  of  the  interior  of  the  mouth  and  removal 
of  teeth  that  are  not  in  their  appropriate  position,  et  cetera. 

Mr.  Christensen.  I  think  that  medicaid  should  cover  that  at  the 
very  minimum.  Some  States  do  cover  it  but  it  ought  to  be  mandated 
under  the  existing  medicaid  program  for  children. 

It  should  also  be  included  in  the  CHAP  legislation  that  the  ad- 
ministration recently  sent  up  to  Congress  presumably  to  improve 
dental  care  programs  for  needy  children.  Some  private  plans  do 
cover  it  but  not  on  a  routine  basis.  Most  of  them  have  a  limitation, 
dollar  limitation,  on  the  amount  they  will  spend  for  orthodontics. 
Some  State  medicaid  programs  will  cover  that  if  it  is  a  debilitating 
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condition,  a  handicapping  condition,  but  it  is  not  uniform  among  the 
States  and  it  ought  to  be  covered  in  all  of  them. 

Ms.  Keys.  You  spoke  of  the  private  coverage.  Would  this  be  true 
only  if  a  person  has  had  a  group  plan  that  had  a  dental  rider?  I 
have  always  known  it  to  rule  out  orthodontia  as  strictly  a  cosmetic. 

Mr.  Christensen.  As  I  say,  some  of  them  do.  We  have  some  48 
million  people  covered  under  group  dental  prepayment  plans.  Some 
of  the  better  ones  do  cover  that,  but  most  of  them  have  a  maximum 
dollar  limitation  when  it  comes  to  orthodontics. 

Ms.  Keys.  Thank  you  for  your  help.  It  is  an  area  I  am  interested 
in  and  I  think  we  have  totally  neglected  it. 

Mr.  Eostenkowski.  Thank  you  very  much. 

Congressman  Ruppe? 

I  want  to  take  this  opportunity  to  welcome  our  colleague  from 
Michigan  who  has  shown  a  great  interest  in  the  health  area  and  we 
are  happy,  Phil,  to  have  you  here  with  us,  and  we  look  forward  to 
your  statement. 

STATEMENT  OF  HON.  PHILIP  E.  RUPPE,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MICHIGAN,  ACCOMPANIED  BY 
RUTH  ANN  FORTIER 

Mr.  Ruppe.  Thank  you  very  much,  Mr.  Chairman. 

I  have  Ruth  Ann  Fortier  with  me  this  morning. 

I  do  appreciate  your  giving  me  the  opportunity  to  come  and 
speak  before  you  this  morning  on  the  medicare  program. 

Medicare  has  certainly  been  a  significant  help  to  senior  citizens. 
It  is  important  to  recognize  that  before  medicare  the  average  senior 
citizen  paid  53  percent  of  his  health  care  bill  out  of  pocket.  Medicare 
has  lessened  the  average  amount  seniors  must  pay  out  of  pocket  to 
28  percent.  But,  as  this  committee  is  all  too  aware,  the  spiral  of  health 
care  costs  has  robbed  medicare  of  much  of  its  effectiveness.  In  1966 
a  senior  citizen's  average  out-of-pocket  medical  expenses  were  $237. 
In  1977  these  average  out-of-pocket  medical  expenses  were  $480,  or 
$253  in  constant  dollars.  The  impact  of  medicare's  help  has  been 
severely  diminished  because  of  ever-increasing  health  care  costs.  In 
constant  dollars  the  senior  citizen  now  pays  more  for  health  care 
than  before  medicare. 

A  change  in  the  reasonable  charge  reimbursement  provisions 
would  allow  medicare  to  be  more  responsive  to  the  needs  of  our 
Nation's  senior  citizens  and  would  further  the  goals  of  a  primary 
physician  reimbursement  system — financial  protection  for  benefici- 
aries, rational  and  fair  physician  payments  and  containment  of  med- 
ical care  inflation.  These  goals  are  not  now  being  met. 

The  present  reimbursement  method  serves  to  discriminate  against 
rural  physicians  and  acts  to  discourage  physicians  from  accepting 
assignment,  that  is,  from  accepting  the  medicare  reimbursement  as 
their  full  fee. 

For  example,  in  my  State  of  Michigan  a  doctor  in  an  urban  area 
is  reimbursed  for  an  initial  office  visit  based  on  a  $25  prevailing 
charge,  while  in  rural  Michigan  that  same  visit  is  reimbursed  based 
on  a  $10  prevailing  charge.  The  reasonable  charge  reimbursement 
schedule,  based  as  it  is  on  reimbursing  the  lowest — and  I  want  to 
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indicate  again  the  lowest — of  the  customary,  prevailing-  or  actual 
charge,  serves  to  reimburse  not  on  the  cost  or  the  value  of  the  service 
but  is  determined  strictly  by  locality.  Equally  trained,  equally  com- 
petent physicians  are  not  paid  on  the  basis  of  training,  knowledge, 
experience,  or  ability — but  solely  on  the  criteria  of  where  they  serve. 

My  State  of  Michigan  is  divided  into  three  medicare  reimburse- 
ment areas.  The  rural  prevailing  charge  is,  on  the  average,  29  per- 
cent lower  than  that  of  the  urban  physician.  These  urban/rural  area 
groups  were  administratively  formed  in  the  late  sixties.  They  have 
been  traditionally  defended  on  the  grounds  that  the  cost  of  living  is 
greater  in  an  urban  area  and  because  of  the  myth  that  the  cost  of 
running  a  medical  practice  is  greater  in  Detroit  than  in  northern 
Michigan.  Recent  studies  refute  this;  however,  costs  are  closely 
parallel  in  all  parts  of  the  State. 

The  urban/rural  difference  in  prevailing  charges  has  been  made 
worse  by  legislative  and  regulatory  refinements  which  have  not  al- 
lowed rural  charges  to  catch  up  to  their  urban  counterparts. 

Because  the  allowed  charge  is  often  far  less  than  the  actual  charge, 
fewer  and  fewer  doctors  are  accepting  assignment.  The  number 
dropped  from  61  percent  in  1969  to  50  percent  in  1977.  The  result 
is  that  the  elderly,  those  on  limited  incomes,  are  forced  to  pay  the 
sometimes  substantial  difference  between  the  medicare-mandated  rea- 
sonable charge  and  the  physician's  actual  charge.  I  hope  that  your 
committee,  Chairman  Rostenkowski,  will  consider  H.R.  8096,  legisla- 
tion I  have  introduced  as  a  solution. 

I  have  been  following  this  problem  for  many  years,  as  it  has  a 
direct  impact  on  medical  care  in  northern  Michigan,  a  primarily 
rural  area  characterized  by  a  substantial  senior  citizen  population, 
one  of  the  heaviest  in  the  country  I  might  add.  The  area  also  has  a 
very  real  doctor  shortage.  In  northern  Michigan  there  is  1  physician 
for  every  1,267  persons  in  contrast  to  the  State  average  of  1  doctor 
for  every  782  persons. 

The  bill  I  authored  incorporates  many  of  the  thoughts  of  Con- 
gressman Fulton  as  expressed  in  H.R.  6699  introduced  in  the  94th 


H.R.  8096  provides  for  a  fixed-fee  schedule,  uniform  throughout 
the  State,  including  no  discriminatory  urban/rural  or  specialty  fee 
differentials.  This  would  also  solve  a  complaint  I've  heard  often 
from  both  patients  and  doctors,  that  is,  the  inability  to  determine  in 
advance  what  a  particular  medicare  carrier  will  recognize  as  the 
reasonable  charge.  Both  doctor  and  patient  will  know  in  advance 
exactly  what  medicare  will  reimburse. 

My  proposal  provides  two  powerful  incentives  for  physicians  to 
accept  assignment:  One,  by  authorizing  reimbursement  to  partici- 
pating physicians  in  the  full  fee  schedule  amounts;  and,  two,  by 
providing  for  a  simplified,  multiple-billing  procedure.  The  doctor 
would  no  longer  have  to  bill  the  patient  directly  for  the  coinsurance 
and/or  deductible  amounts;  these  would  be  collected  directly  by  the 
Federal  Government.  In  addition,  doctors  who  elect  to  accept  assign- 
ment would  be  allowed  to  make  use  of  a  simplified,  multiple-billing 
procedure. 

The  fee  schedule  would  be  proposed  by  the  Governor  of  the  State 
after  consulting  with  and  receiving  recommendations  from  State 
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medical  societies  or  equivalent  organizations.  The  proposal  would 
be  reviewed  by  the  Secretary  of  HEW  to  insure  that  the  overall 
costs  will  be  no  higher  under  this  revision — more  equitable,  yes,  but 
no  higher. 

Blue  Cross/Blue  Shield  of  Michigan  has  taken  a  significant  step 
toward  uniform  reimbursement  for  their  private  insurance  patients. 
They  began  utilizing  a  statewide  prevailing  screen  in  January  of 
this  year.  I  am  delighted  to  report  the  results. 

In  Michigan,  1,400  additional  doctors  are  now  participating  by  ac- 
cepting the  Blue  Cross/Blue  Shield  payment  as  their  full  fee.'  The 
number  of  participating  doctors  increased  from  62  percent  in  August 
1977  to  70  percent  in  April  1978.  Blue  Cross/Blue  Shield  of  Michi- 
gan instituted  this  statewide  screen  with  the  statement: 

The  area/specialty  differentials  have  had  adverse  effects  on  physician  prac- 
tices and  choice  of  location  and  have  often  been  viewed  by  physicians  as  in- 
equitable. Therefore,  Blue  Cross/Blue  Shield  of  Michigan  established  a  state- 
wide screening  in  January  1978,  for  all  participating  physicians. 

I  offer  my  home  State  of  Michigan  as  an  example,  aware  that  the 
original  medicare  law  was  patterned  after  a  physician  reimburse- 
ment approach  widely  used  in  private  insurance.  Perhaps  we  should 
again  evaluate  the  experience  of  the  private  sector.  To  increase  as- 
signments by  nearly  10  percent  in  less  than  a  year  is,  in  my  view, 
very  impressive. 

Equalizing  statewide  reimbursement  for  physician  services  under 
medicare  is  a  wise  and  necessary  step  toward  insuring  quality  medi- 
cal care  in  rural  America.  Rural  health  care  problems  are  serious, 
demand  our  attention,  and  should  not  bear  the  burden  of  discretion- 
ary reimbursement  rates. 

Individual  senior  citizens  contact  my  office  asking  why  their  doc- 
tor is  billing  them,  asking  why  medicare  doesn't  cover  the  entire 
cost?  Rural  doctors  ask,  in  turn,  why  an  urban  doctor  is  reimbursed 
an  average  30  percent  more  for  the  same  service. 

I  hope  that  you  will  consider  H.R.  8096  as  a  solution  to  both  prob- 
lems. A  uniform,  statewide,  fixed-fee  schedule  would  encourage  the 
doctor  to  accept  assignment  in  three  ways:  One,  by  eliminating  dis- 
criminatory urban/rural  and  specialty  differentials;  two,  by  provid- 
ing reimbursement  in  full  fee  amounts,  thereby  freeing  the  physician 
from  collecting  coinsurance  and  deductibles;  and,  three,  by  providing 
a  streamlined  billing  procedure. 

Budgetary  constraints  may  mandate  that  medicare  cannot  reim- 
burse more,  but  if  the  individual  doctor  accepts  assignment,  that  is 
a  ready  answer  to  the  dilemma  of  the  senior  citizen  faced  with  meet- 
ing the  significant  difference  between  medicare's  reimbursement  and 
the  physician's  charge. 

Today  we  have  a  shortage  of  physicians  and  severely  limited  ac- 
cess to  medical  care  in  rural  areas.  We  talk  about  subsidizing  medi- 
cal education  so  that  doctors  will  serve  a  number  of  years  in  rural 
areas.  The  Public  Health  Service  sponsors  programs  to  bring  physi- 
cians into  rural  communities.  The  fact  is  that  the  young  person 
coming  out  of  medical  school  today  has  often  incurred  a  series  of 
obligations,  and  is  most  often  in  debt.  When  the  young  doctor  looks 
around  the  State  of  Michigan  or  elsewhere  to  determine  where  to 
serve  there  should  not  be  disincentives  for  a  rural  practice.  I  think 
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the  fact  that  the  fees  in  one  area  of  the  State  of  Michigan  are  30 
percent  lower,  has  to  have  an  impact  on  that  new  doctor  who  says, 

Well,  maybe  I  would  like  to  live  in  rural  Michigan  or  Tennessee  or  Ohio. 
The  fact  is,  I  am  $10,000  or  $20,000  in  debt  coming  out  of  medical  school.  I 
have  to  go  where  the  money  is,  where  the  rewards  are  the  greatest. 

The  divided  fee  schedule  started,  I  know,  in  Michigan  years  ago 
When  Michigan's  rural  area  was  starkly  impoverished  and  the  fees 
were  less.  It  was  started  by  Blue  Cross/Blue  Shield,  and  became  the 
pattern  of  things  in  Michigan,  and  was  later  adopted  by  medicare. 
To  encourage  physicians  to  locate  throughout  the  State  as  well  as  to 
participate  by  accepting  assignment,  Blue  Cross  is  going  back  to  a 
statewide  prevailing  screen. 

I  might  add  in  final  form  that  I  don't  suggest  the  payments  be 
increased — that  certainly  is  not  in  my  purview.  I  propose  that  re- 
imbursements be  equalized  throughout  the  State. 

I  want  to  thank  you  and  members  of  the  subcommittee. 

Mr.  Corman  [presiding] .  Thank  you  very  much,  Mr.  Ruppe. 

Mr.  Pike? 

Mr.  Pike.  No  questions. 

Mr.  Corman.  Mr.  Duncan? 

Mr.  Duncan.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  our  colleague  for  an  excellent  statement  and  ex- 
cellent presentation. 

The  problem  that  }^ou  have  is  the  same  one  we  have  in  Tennessee, 
and  in  some  of  the  other  States,  and  as  you  indicate,  we  put  a  lot 
of  time  in  trying  to  find  means  and  ways  to  encourage  physicians  to 
go  to  the  rural  communities,  but  we  are  doing  exactly  the  opposite 
of  what  we  are  trying  to  do  by  this  kind  of  law. 

I  certainly  agree  with  you  and  thank  you  very  much.  I  hope  we 
can  do  something.  I  know  your  statement  is  going  to  be  quite  helpful. 

Mr.  Pvuppe.  Thank  you  very  much. 

Mr.  Corman  Mr.  Cotter? 

Mr.  Cotter.  Thank  you,  Mr.  Chairman. 

I  want  to  compliment  Phil  on  a  fine  presentation. 

I  have  a  similar  situation  in  Connecticut.  My  problem  is  not  an 
urban/rural  but  a  geographic  one.  Those  towns  close  to  New  York 
City  are  apparently  influenced  by  the  higher  fees  there.  The  eastern 
part  of  the  State  is  influenced  by  the  State  of  Rhode  Island  fees. 

You  mentioned  some  innovative  steps  which  Michigan  Blue 
Shield/Blue  Cross  took  in  equalizing  rates.  Did  the  fee  schedule  go 
up  appreciably  as  a  result  of  that  action? 

Mr.  Ruppe.  The  statewide  screen  has  only  been  in  effect  since  Jan- 
uary. I  will  get  what  information  is  available,  if  you  would  like  it. 

Mr.  Cotter.  I  would  appreciate  it  if,  without  objection,  it  could 
be  submitted  as  part  of  the  record. 

Mr.  Rtjppe.  Yes. 

[The  information  follows:] 

Blue  Cross/Blue  Shield  of  Michigan  advises  that  payments  to  providers  did 
increase  as  a  result  of  the  adjusted  reimbursement  policies.  The  two  policy 
changes  which  were  intended  to  increase  formal  participation  were  an  update 
to  the  customary  profiles  of  formally  participating  physicians  as  well  as  the 
introduction  of  a  statewide  prevailing  screen  for  pricing  claims  from  formally 
participating  providers.  Each  adjustment  was  based  on  the  charges  of  par- 
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ticipating  physicians  for  the  period  July  1,  1976,  to  June  30,  1977.  Aggregate 
payments  are  estimated  to  have  increased  approximately  11  percent  as  a  re- 
sult of  these  two  actions  during  the  calendar  year  1978. 

Mr.  Cotter.  It  makes  sense  to  equalize  the  fees  and  I  don't  think 
there  should  be  that  distinction  between  various  parts  of  a  State; 
but,  practically  speaking,  I  don't  think  you  can  bring  doctors'  fees 
down  in  the  higher  areas,  so  the  only  practical  solution  is  to  bring 
the  rural  fees  up;  and  it  would  appear  to  me  as  though  it  would 
be  a  big  increase  in  the  cost.  This  is  why  I  would  be  interested  in 
seeing  your  material. 

Mr.  Kuppe.  One  possibility  would  be  to  stabilize  the  urban  fees 
for  a  period  of  time  and  let  the  others  rise  to  that  level.  Blue  Cross/ 
Blue  Shield  of  Michigan  considered  the  area  and  specialty  screens 
previously  in  effect  when  calculating  a  new  statewide  screen  for  par- 
ticipating physicians.  For  the  majority  of  procedures  they  did  not 
set  a  statewide  screen  below  any  of  the  previous  area  and  specialty 
screens.  I  understand  that  only  in  the  event  of  obvious  error  or 
charge  revisions  due  to  new  methods  was  the  statewide  prevailing 
screen  set  below  the  previous  figure. 

At  one  point  or  another  we  are  simply  going  to  have  to  recognize 
that  the  costs  of  doing  business  throughout  the  various  States  are 
pretty  much  the  same  today  and  physicians  not  under  this  program 
are  charging  like  fees.  Certainly  the  need  for  physicians  in  rural 
areas  is  greater  than  it  ever  was,  in  the  sense  that  the  number  of 
physicians  per  capita  is  far  less  in  rural  parts. 

Mr.  Cotter.  The  only  problem,  and  here  again  I  don't  mean  to  be 
parochial,  but  our  assignment  rate  in  Connecticut  is  like  36  percent, 
one  of  the  lowest  in  the  Nation,  and  to  hold  on  to  these,  say,  in  the 
higher  paid  areas,  would  be  all  but  impossible.  But  I  would  appre- 
ciate this  material  from  the  Michigan  plan  if  you  would. 

Mr.  Kuppe.  Yes,  but,  just  as  I  leave,  the  Michigan  experience 
even  at  this  point  in  time  has  brought  over  1,400  doctors  back  into 
the  system  as  participating  physicians  who  accept  assignment.  The 
number  of  participating  doctors  increased  from  62  percent  to  70 
percent  in  9  months.  Apparently  the  physicians  in  Michigan  have 
acted  favorably  toward  the  statewide  prevailing  screen.  That  is  very 
encouraging. 

Thank  you  very  much. 

Mr.  Corman.  Ms.  Keys? 

Ms.  Keys.  No  questions. 

Mr.  Corman.  Mr.  Gradison? 

Mr.  Gradison.  No  questions. 

Mr.  Corman.  May  I  ask,  Mr.  Ruppe,  do  you  have  any  figures  at 
all  on  whether  assignments  are  higher  in  rural  areas  or  urban  areas, 
or  do  we  have  any  statistics  on  that? 

Mr.  Euppe.  We  don't,  but  we  will  get  them  for  the  committee. 

[The  information  follows:] 

According  to  Blue  Cross/Blue  Shield  of  Michigan  figures,  yes,  formal  par- 
ticipation increased  in  rural  areas.  The  number  of  providers  in  rural  counties 
increased  13  percent  from  August  1977  to  April  197S  while  formal  participa- 
tion in  the  more  urban  counties  increased  11  percent  during  the  same  period. 

Mr.  Corman.  If  you  have  them,  I  would  appreciate  them  for  the 
committee  and  also  send  me  a  copy,  if  you  would. 
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Mr.  Ruppe.  Yes. 

Mr.  Corman.  I  think  there  is  certain  virtue  in  your  fixed-fee 
schedule.  How  would  you  feel  about  a  fixed-fee  schedule  that  would 
not  permit  the  doctors  to  surcharge  the  patient,  just  require  assign- 
ments ? 

Mr.  Ruppe.  I  am  trying  to  think  in  terms  of  incentives  rather 
than  requirements.  If  required  might  the  doctor  be  inclined  to  just 
drop  out  of  the  whole  program? 

Mr.  Corman.  Maybe,  but  I  assume  that  there  is  some  obligation 
on  the  part  of  the  Government.  We  sell  insurance  to  people  and  I 
assume  there  is  therefore  an  obligation  to  produce  what  it  is  we 
insure  against,  that  is,  the  health  care,  The  fixed-fee  schedule  would 
have  to  be  sufficient  that  you  could  hire  doctors  with  it.  It  seems  to 
me  so  long  as  you  avoid  that,  everybody  wins  except  the  patient. 
The  Government  wins  because  they  keep  the  fees  too  low.  The  doctor 
wins  because  he  doesn't  care ;  he  gets  the  rest  of  it  from  the  patient. 
We  would  not  permit  a  private  insurance  company  to  sell  a  policy 
saying  "We  are  going  to  pay  80  percent  of  your  doctor  bills5'  and 
then  only  pay  60  percent;  but  we  do  that  ourselves. 

It  seems  to  me  that  if  we  did  say  that  if  a  doctor  practices  under 
this  system  and  all  he  can  have  is  the  fixed-fee  schedule,  that  is  the 
only  thing  that  will  force  that  fixed-fee  schedule  to  be  high  enough 
that  you  could  buy  doctor  services  with  it. 

Mr.  Ruppe.  If  the  schedule  were  right,  you  could  certainly  argue 
that  that  is  the  way  we  ought  to  go,  most  certainly. 

Mr.  Corman.  If  the  schedule  is  wrong,  then  the  Government  would 
have  to  fix  it.  If  we  are  going  to  continue  to  be  in  the  health  insur- 
ance business  we  have  to  provide  the  services  that  we  say  under  the 
policy  "You  pay  us  this  money  and  here  is  what  you  are  going  to 
get  for  it."  But  we  don't  really  give  them  that. 

Mr.  Ruppe.  Your  suggestion  would  be  to  offer  them  a  carrot  and 
then  a  little  bit  of  the  stick  along  with  it.  You  are  suggesting  offer- 
ing a  fair  and  equitable  fee  schedule  and  reimbursement  schedule 
and  making  them  acceptable? 

Mr.  Corman.  Yes.  As  I  say,  if  it  is  too  low,  the  doctors  will  not 
practice  and  then  the  public,  the  medicare  public,  will  force  the 
Government  to  increase  the  price.  We  find  lots  of  things  we  can  buy — 
airplanes  and  roads — and  at  a  fair  price.  We  can  buy  health  care 
at  a  fair  price,  but  this  is  the  only  case  where  we  break  our  commit- 
ment to  the  beneficiary.  I  don't  know  whose  fault  it  is,  but  I  would 
hope  we  move  in  that  direction  of  a  fixed  fee. 

Mr.  Ruppe.  The  beneficiary  today  certainly  has  a  difficult  row  to 
hoe,  particularly  in  the  rural  areas  where  physicians  simply  aren't 
participating  anymore.  This  individual  is  on  his  own.  He  pays  the 
bill  himself  and  collects  a  portion  back,  if  he  can;  this  is  very 
difficult  for  senior  citizens  on  limited  incomes. 

Mr.  Corman.  I  would  be  interested  in  the  statistics,  but  I  think 
you  will  find  it  prevalent  in  urban  areas,  too.  Usually  it  depends  on 
what  the  traffic  can  bear  as  to  what  the  fee  is. 

Thank  you. 

Mr.  Ruppe.  Thank  you. 

Mr.  Corman.  Is  Daniel  Becker  here,  with  the  Ambulance  and 
Medical  Services  Association? 
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Mr.  Becker,  we  are  pleased  to  welcome  you  to  the  subcommittee. 
You  have  a  relatively  short  statement.  You  may  read  it  or  you  may 
summarize  it,  if  you  wish,  and  the  entire  statement  will  appear  at 
this  point  in  the  record. 

STATEMENT  OE  DANIEL  BECKER,  MEMBER,  BOARD  OF  DIRECTORS, 
AMBULANCE  AND  MEDICAL  SERVICES  ASSOCIATION  OP  AMERICA, 
AND  ON  BEHALE  OE  GOLD  CROSS  AMBULANCE  SERVICE,  ACCOM- 
PANIED BY  ROBERT  WILBUR,  LEGISLATIVE  COUNSEL 

Mr.  Becker.  Mr.  Chairman,  my  name  is  Daniel  Becker.  I  am  a 
member  of  the  board  of  directors  of  the  Ambulance  and  Medical 
Services  Association  of  America.  With  me  today  is  Robert  Wilbur, 
legislative  counsel  for  our  association.  We  appreciate  this  opportu- 
nity to  relate  to  you  our  view  on  amendments  to  the  medicare 
laws  regarding  pa}'ments  for  ambulance  service. 

AMSAA  is  the  national  association  of  ambulance  services.  There 
are  some  14,000  such  services,  both  municipal  and  commercial, 
providing  emergency  health  care  through  the  United  States. 
AMSAA  strongry  supports  the  proposed  changes  in  medicare  regu- 
lations regarding  payments  for  ambulance  service. 

Ambulance  services  in  recent  years,  as  you  probably  know,  have 
become  a  vital  link  in  the  health  care  chain  in  our  Nation.  As  a 
result  of  the  initiatives  begun  by  Congress  with  the  National  High- 
way Traffic  Safety  Act  of  1986  and  the  Emergency-Medical  Services 
Systems  Act  of  1973,  ambulances  no  longer  function  as  merely  a 
transportation  service.  Ambulances  are  now  equipped  with  complex 
medical  devices  and  manned  by  highly  trained  medical  technicians 
to  meet  the  needs  of  patients  at  the  scene  of  an  emergency  or  en 
route  to  a  medical  care  facility. 

This  ability  to  provide  such  patient  care  not  only  saves  lives  but  it 
also  makes  ambulance  service  a  key  element  in  the  efforts  to  restrain 
rising  hospital  costs.  The  recent  emphasis  on  outpatient  treatment 
-and  elimination  of  wasteful  duplication  of  facilities  depends  upon 
the  availability  of  quality  ambulance  service  in  order  to  be  realized. 

In  the  case  of  emergenc}^  victims,  the  development  of  improved 
ambulance  service  has  obviated  the  need  to  rush  victims  to  the  near- 
est hospital  at  high  speeds.  The  ability  to  stabilize  a  victim's  condi- 
tion at  the  scene  of  an  emergency  reduces  the  importance  of  the 
element  of  time  in  bringing  victims  to  treatment  and  makes  it  pos- 
sible to  transport  victims  to  a  more  distant  hospital  which  has  neces- 
sary, specialized  facilities,  irrespective  of  the  distance. 

The  ability  of  ambulance  technicians  to  determine  the  need  for 
appropriate  special  care  facilities  eliminates  the  need  to  stop  at  the 
nearest  hospital  for  evaluation  of  a  victim's  condition  before  dis- 
patching the  ambulance  on  a  second  trip  to  the  special  facility. 

But  the  current  medicare  regulations  which  require  ambulance 
service  to  the  nearest  hospital  do  not  take  advantage  of  our  improved 
ambulance  capabilities.  The  economics  which  can  result  from  the 
availability  of  improved  ambulance  service  are  being  lost  to  the 
public.  By  allowing  medicare  payments  for  ambulance  service  to 
•distant  hospitals  with  needed  special  facilities,  Congress  will  be 
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taking  a  sizable  step  toward  providing  better  health  care  at  less  cost 
to  the  American  people. 

Current  restrictions  on  medicare  payments  for  ambulance  service 
encourage  wasteful  expenditures  in  nonemergency  circumstances  as 
well.  Frequently,  a  patient  who  is  being  maintained  in  a  medical 
institution  will  require  special  treatment  at  another  facility  and  must 
be  transported  to  that  facility  by  ambulance.  By  amending  the.  medi- 
care laws  to  cover  the  costs  of  such  transport.  Congress  will  elimi- 
nate the  need  to  duplicate  expenive  special  care  facilities  at  nursing 
homes  and  hospitals  in  order  to  meet  the  needs  of  a  few  patients  in 
those  institutions. 

We  would  strongly  suggest  that  such  coverage  should  not  be  lim- 
ited to  the  transport  of  patients  to  exotic  medical  treatment  centers. 
Many  institutionalized  patients  must  be  transported  by  ambulance 
to  facilities  where  their  dental  and  eye  care  needs  can  be  met.  Medi- 
care coverage  should  be  available  for  ambulance  services  to  meet 
such  common  health  care  needs  as  well  as  the  more  exotic  needs. 

Likewise,  the  current  medicare  ambulance  service  restrictions  tend 
to  discourage  the  cost-saving  benefits  of  home  health  care.  Since 
under  current  restrictions  medicare  coverage  is  not  available  for 
ambulance  service  between  a  patient's  home  and  a  special  diagnostic 
or  treatment  clinic,  the  tendency  is  for  such  patients  to  enter  a  hos- 
pital for  which  medicare  coverage  is  available.  AMSAA  would 
urge  that  Congress  add  such  coverage  to  its  current  amendment 
proposals  in  order  to  take  advantage  of  cost-saving  outpatient 
initiatives. 

Ambulance  providers  have  striven  mightily  to  hold  down  the 
costs  of  ambulance  service.  We  have  instituted  itemized  billing  to 
keep  base  service  rates  low  and  apply  the  costs  of  special  equipment 
and  services  only  to  those  patients  who  use  them.  Present  medicare 
laws  do  not  allow  payment  for  many  of  the  itemized  services.  We 
have  absorbed  losses  resulting  from  medicare  assignments  which 
are  uncollectible  because  of  the  impossibility  of  meeting  adminis- 
trative requirements.  We  have  helped  to  establish  equipment  stand- 
ards which  meet  the  needs  of  our  patients  without  gold-plating  the 
service. 

We  applaud  the  initiative  of  this  subcommittee  in  proposing  ad- 
justments in  medicare  coverage  for  ambulance  services  and  we  en- 
courage a  further  examination  of  medicare  regulations  in  this  area. 
The  amendments  which  you  have  proposed  are  consistent  with  the 
objective  of  restraining  the  explosive  increases  in  hospital  and  health 
care  costs  in  our  Nation. 

By  mandating  the  efficient  use  of  ambulance  service  capabilities, 
Congress  will  serve  well  the  interest  which  the  American  public  has 
in  better  health  care  at  lower  cost. 

Mr.  Corman.  Thank  you  very  much. 

Ms.  Keys? 

Ms.  Keys.  No  questions. 
Mr.  Corman.  Mr.  Duncan? 
Mr.  Duncan.  No  questions. 

Mr.  Corman.  Thank  you  very  much  for  your  contribution. 
Mr.  Becker.  Thank  you. 

Mr.  Corman.  Our  next  witness  is  Mr.  Paul  Tendler,  National 
Federation  of  Licensed  Practical  Nurses.  Mr.  Tendler,  we  are  pleased 
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to  welcome  you  to  the  subcommittee.  If  you  care  to  summarize  your 
statement,  your  full  text  will  appear  in  the  record. 

STATEMENT  OF  PAUL  TENBLEE.  LEGISLATIVE  CONSULTANT, 
NATIONAL  FEDEKATION  OF  LICENSED  PRACTICAL  NURSES 

Mr.  Tendler.  Thank  you,  Mr.  Chairman.  I  will  summarize  my  re- 
marks. I  am  Paul  Tendler,  legislative  consultant  to  the  National 
Federation  of  Licensed  Practical  Nurses  and  an  assistant  professor 
at  Georgetown  University.  The  National  Federation  of  Licensed 
Practical  Nurses,  which  is  the  professional  association  for  practical 
nurses,  greatly  appreciates  the  opportunity  to  express  their  views 
regarding  your  efforts  to  make  significant  changes  in  the  medicare 
program  which  are  both  low-cost  and  of  a  noncontroversial  nature. 

Licensed  practical  nurses  are  the  second  largest  group  of  health 
providers  in  the  country.  Presently  there  are  more  than  600,000 
licensed  practical  nurses  who  provide  supportive  nursing  care  in  all 
types  of  settings  and  situations. 

Today,  we  wish  to  offer  our  assistance  in  helping  you  with  your 
deliberations  regarding  possible  revisions  in  administrative  pro- 
visions, including  nonphysician  participation  in  professional  stand- 
ards review  organizations  and  improvements  in  present  coverage 
relating  to  home  health  services.  In  passing,  too,  we  wish  to  call 
to  your  attention  ILK.  2851,  a  bill  introduced  by  Mr.  Pepper  of 
Florida,  which  would  permit  the  reimbursement  of  licensed  practical 
nurses  who  provide  care  to  patients  under  the  medicaid  and  medicare 
provisions  of  the  Social  Security  Act.  We  believe  it  merits  your 
consideration. 

We  are  pleased  that  through  the  efforts  of  Ms.  Keys  the  concept 
of  expanding  PSRO's  to  nonphysician  providers  received  consider- 
able attention  last  fall. 

Last  September,  and  as  we  do  now,  we  endorsed  this  concept  be- 
cause we  believe  that  each  practitioner  should  be  accountable  for  his 
or  her  own  professional  actions  and  that  only  a  practitioner  actually 
engaged  in  that  aspect  of  health  care  delivery  is  qualified  to  effec- 
tively evaluate  the  necessity,  appropriateness,  and  quality  of  nursing 
care!  Because  of  this  belief,  we  suggest  that  this  principle  be  ex- 
tended so  that  licensed  practical  nurses  be  included  in  any  such  re- 
view process  because,  like  professional  registered  nurses,  they,  too, 
have  the  unique  experience  and  educational  background  to  evaluate 
the  necessity,  appropriateness,  and  quality  of  practical  nursing. 

The  National  Federation  of  Licensed  Practical  Nurses  more  so 
than  ever  before  supports  uniform  and  professional  review  of  health 
care  services  and  standards.  Moreover,  the  federation  endorses  pro- 
fessional standards  review  organizations  as  a  viable  structure  within 
which  such  review  and  evaluation  can  be  parried  out  most  effectivelv. 
We  believe  that  professional  accountability  will  better  serve  health 
care  consumers.  Our  members  are  proud  of  their  profession  and 
take  great  pride  in  their  performance  as  health  care  providers.  It 
is  our  contention  that  unless  the  makeup  of  the  National  Boards  and 
Council  of  Professional  Standards  Review  is  broadened  to  include 
licensed  practical  nurses  and  representatives  of  other  health  care 
professions  as  well  as  physicians,  the  program  will  fall  short  of  the 
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goals  toward  which  this  subcommittee  and  Congress,  as  a  whole,  are 
aiming. 

The  National  Federation  of  Licensed  Practical  Nurses  supports 
this  position  because  we  see  the  necessity  to  distinguish  between 
"medical  care"  and  "health  care."  Health  care  encompasses  a  broad 
range  of  services  designed  to  maintain  the  physical,  mental,  and  so- 
cial well-being  of  people.  There  is  no  one  profession  which  can  do 
all  this,  and  if  we  are  to  provide  the  proper  planning  and  evaluation 
of  health  care,  we  must  ask  each  practitioner  to  be  accountable  for 
his  or  her  own  services. 

We  are  pleased  that  this  subcommittee  has  chosen  to  carefully 
monitor  the  developments  of  professional  standards  review  organi- 
zations. Once  the  professional  standards  review  program  is  fully 
implemented,  the  program  will  be  the  greatest  single  influence  on 
the  quality  of  health  care,  impacting  on  the  entire  system  and  on 
the  direction  of  Federal  health  expenditures.  Thus,  every  stage  of 
Professional  Standards  Review  Organizations  development  must  be 
scrutinized.  All  foreseeable  inequities  must  be  corrected.  To  do  other- 
wise is  to  risk  misinterpretation  of  legislative  intent  and  to  do  an 
injustice  to  the  professional  and  paraprofessional  providers  who 
serve  within  the  health  care  system. 

It  is  for  the  following  reasons  that  we  believe  that  each  level 
of  nursing  care  be  represented  on  National  Boards  and  Councils  of 
Professional  Standards  Review  Organizations : 

One:  No  one  discipline  in  health  care  has  the  expertise  and  skill 
to  operate  independently  of  another.  To  do  so  would  be  inefficient 
and  detrimental  to  the  comprehensive  care  of  the  patient.  This  is 
especially  true  since  the  LPN  is  the  bedside  nurse. 

Two :  Likewise,  there  are  different  levels  of  nursing  practitioners 
in  each  level  are  specifically  prepared  to  function  at  a  level  com- 
mensurate with  their  educational  background.  To  exclude  one  level 
of  nurse  from  participating-  in  all  of  the  activities  of  PSRO's  would 
be  just  as  improper  as  limiting  PSRO's  to  one  profession.  No  one 
group  of  practitioners  or  one  professional  association  can  speak  for 
or  evaluate  another's  profession. 

For  the  very  important  reasons  that  this  committee  is  considering 
legislation  which  would  allow  registered  nurses  to  participate  in 
National  PSRO  Boards  and  Councils,  it  should  also  consider  chang- 
ing the  language  in  the  amendment  to  include  licensed  practical 
nurses  by  striking  the  words  "registered  nurse"  and  substituting 
the  words  "licensed  nurse"  or  "nurse." 

We  deem  this  change  to  be  both  appropriate  and  necessary  if  we 
are  to  fulfill  the  original  intent  of  the  legislation  and  if  we  are  to 
truly  provide  the  nursing  professions  input.  We  are  not  asking  that 
licensed  practical  nurses  be  included  at  the  expense  of  any  other 
group  of  providers,  but  rather  that  licensed  practical  nurses  be 
eligible  to  serve  on  national  boards  and  councils  as  we  hope  registered 
nurses  will  be  included.  Unfortunately,  the  present  language  being 
considered  by  this  committee  includes  only  one  level  of  nursing  and 
not  the  full  range  of  nursing  services.  This  is  a  compromise  in  prin- 
ciple and  in  quality. 

As  was  pointed  out  in  September,  nurses,  both  registered  nurses 
and  licensed  practical  nurses,  are  involved  in  a  very  large  majority 
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in  the  delivery  of  health  care  of  those  persons  whose  cases  are  re- 
viewed by  PSRO's. 

Also,  licensed  practical  nurses,  like  registered  nurses,  are  involved 
in  the  delivery  of  health  care  in  hospitals,  long-term  care  facilities, 
and  in  ambulatory  settings.  The  nursing  profession  is  involved  in 
every  patient  case  under  the  review  of  PSRO's  at  the  present  time. 

To  argue  that  licensed  practical  nurses  might  be  eligible  to  serve 
on  the  board  in  the  capacity  of  the  "other  health  provider"  is  im- 
practical. We  believe  that  the  competition  among  the  other  pro- 
viders will  be  so  great  that  it  would  be  impossible  for  a  licensed 
practical  nurse  to  serve  on  national  boards  and  councils  if  regis- 
tered  nurses  are  already  on  the  board.  After  all,  it  would  be  unfair 
to  have  two  individuals  from  the  nursing  profession  on  the  board 
when  so  many  other  providers  would  have  none. 

Mr.  Chairman,  we  have  two  other  basic  areas  that  we  wish  to 
address,  and  we  did  address  them  in  our  formal  statement,  but,  in 
conclusion,  we  would  just  like  to  say  that  we  urge  you  to  keep  in 
mind  that  the  nursing  profession  is  comprised  of  two  levels  of  nurs- 
ing:. An  LP1ST  is  a.  nurse,  too,  not  an  assistant,  or  a  nurse's  aide.  An 
LPX  is  a  part  of  the  nursing  profession  and  provides  a  level  of  care 
that  the  registered  nurse  does  not  provide. 

This  committee  has  traditionally  been  one  of  the  leaders  in  ar- 
ticulating the  health  needs  of  our  citizens.  We  applaud  your  efforts, 
we  are  proud  to  work  with  you,  and  we  eagerly  await  the  day  when 
all  those  in  need  of  health  care  are  able  to  receive  the  best  care  at  a 
reasonable  cost. 

I  thank  you  for  vour  time. 

[The  statement  follows:] 

Statement  of  Paul  M.  Tendlee 

One  of  the  prime  responsibilities  of  the  Professional  Standards  Review 
Organizations  is  to  assure  that  health  care  is  being  provided  within  the  bounds 
of  sound  professional  standards.  Yet  these  very  standards  can  only  be  as 
sound  as  the  judgment  of  those  conducting  the  review  and  rendering  the 
evaluation.  The  authors  of  the  original  Professional  Standards  Review  legis- 
lation seem  to  have  assumed  that  anyone  possessing  a  degree  in  Medicine  is 
qualified  automatically  to  define  and  judge  the  quality  of  services  done  by 
health  care  providers.  The  National  Federation  of  Licensed  Practical  Nurses 
strongly  disagree  with  that  assumption.  We  contend  that  the  performance  of 
any  given  health  provider  can  best  be  judged  by  one  who  possesses  expertise 
and  first  hand  knowledge  and  experience  of  the  work  which  that  professional 
performs.  In  other  words,  peer  review  is  the  strongest,  most  reliable  founda- 
tion for  evaluation. 

Not  only  do  we  stronsrly  feel  that  the  current  Professional  Standards  Re- 
view Organizations'  membership  is  professionally  discriminating,  but  also  MTe 
are  concerned  that  there  is  wide-spread  discrimination  against  women.  Al- 
th rough  the  Department  of  Health.  Education  and  Welfare  does  not  have 
official  statistics  as  to  the  number  of  women  serving  on  Professional  Stand- 
ards Review  Organizations,  our  Federation's  study  of  Professional  Standards 
Review  Organizations,  indicate  that  there  is  a  high  occurrence  of  discrimi- 
nation against  women.  This  inequity  must  be  corrected. 

As  you  and  your  colleagues  are  well  aware,  Mr.  Chairman,  Americans  are 
making  very  strong  demands  for  better  and  more  cost  effective  health  care 
programs.  It  is  not  our  intention  to  cast  aspersions  on  any  one  profession,  but 
we  do  feel  that  this  is  an  appropriate  moment  to  make  mention  of  the  in- 
creasing reports  of  fraud  and  abuses  in  the  Medicare  and  Medicaid  Programs. 
These  reports,  and  these  programs,  bear  heavily  on  the  Professional  Standards 
Review  Organizations. 
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As  a  nation  is  moving  quickly  toward  a  national  health  insurance  plan,  it 
becomes  obvious  that  what  will  eventually  emerge  is  a  broad  plan  which  will 
provide  both  health  and  medical  benefits.  Clearly,  the  burden  of  providing 
necessary  care  will  not  fall  on  one  group  of  providers,  but  rather  many  dif- 
ferent disciplines  who  are  skilled  and  educationally  prepared  to  offer  a  wide 
range  of  services. 

When  the  Congress  enacted  Public  Law  92-603,  it  denned  the  primary  re- 
sponsibilities of  PSRO's  to  be  to  assure  that  health  services  which  are  to  be 
reimbursed  under  medicare,  medicaid,  and  maternal  and  child  health  and 
crippled  children's  programs  are  medically  necessary,  meet  professionally 
recognized  standards  of  care  and  are  appropriately  provided  in  the  most  eco- 
nomical settings.  As  you  know,  PSRO's  are  required  under  law  to  possess  cer- 
tain organizational  characteristics.  Until  January  1,  1978,  a  PSRO  was  re- 
quired to  be  a  nonprofit,  professional  association  whose  members  are  composed 
solely  of  licensed  doctors  of  medicine  or  osteopathy  engaged  in  the  practice  of 
medicine  or  surgery  in  the  PSRO  area.  Presently,  Public  Law  92-603  fails  to 
provide  for  the  appropriate  involvement  and  participation  of  health  providers 
other  than  physicians.  We  join  with  other  organizations  who  seek  to  partici- 
pate in  PSRO's. 

Professional  Standards  Review  Organizations  were  designed  as  a  solution 
to  what  Congress  saw  as  a  dual  problem  of  rising  cost  and  high  incidence  of 
medically  inappropriate  services  rendered  to  patients  under  Medicare  and 
Medicaid.  Yet  despite  the  establishment  of  the  Professional  Standards  Re- 
view Organizations,  the  number  of  fraud  and  abuse  are  still  increasing  at  an 
alarming  rate.  Prom  this  we  can  only  conclude  that  the  Professional  Standards 
Review  Program  is  not  effectively  meeting  its  responsibilities.  We  believe  that 
if  the  Professional  Standards  Review  Organizations  had  a  broader  base  of  rep- 
resentation from  Licensed  Practical  Nurses  and  other  health  care  professionals 
and  paraprofessionals,  the  cases  of  fraud  and  abuse  would  not  be  so  wide 
spread.  Also,  the  detection  of  illegal  practices  would  have  been  brought  to 
the  attention  of  Congress  and  the  executive  branch  at  a  much  earlier  date. 

We  would  also  like  to  point  out  that  the  law  should  be  changed  so  that 
there  is  a  distinction  made  as  to  "health  care"  and  "medical  care".  The  Fed- 
eration believes  this  distinction  to  be  critical  if  we  are  to  provide  compre- 
hensive care  in  its  fullest  terms. 

Mr.  Chairman,  the  authorizing  legislation  encouraged  PSRO's  to  actively 
solicit  input  from  health  care  providers  other  than  physicians.  This  aspect  of 
the  legislation  has  been  ignored.  Nurses,  both  professional  registered  nurses 
and  practical  nurses,  should  be  recognized  as  providers  of  care  so  that  the 
patients  can  be  assured  of  the  highest  quality  of  care.  This  situation  is  dis- 
criminatory and  costly.  In  view  of  this,  we  respectfully  urge  the  Congress  to 
take  corrective  action  and  expand  the  membership  of  PSRO's  to  include  health 
care  providers  other  than  physicians.  Until  this  action  is  taken,  the  PSRO's 
cannot  provide  a  true  evaluation  of  sound  functional  operations  of  the  health 
care  delivery  system. 

The  second  issue  we  wish  to  address  today  is  one  regarding  the  present 
requirements  which  limit  the  number  of  home  health  visits  to  100.  This  re- 
striction prevents  the  needed  delivery  of  health  care  on  a  need  basis  and  be- 
comes costly  when  the  maximum  home  health  visits  are  used  and  institu- 
tionalization is  required. 

Many  elderly  people  are  prone  to  chronic  long-term  illnesses  and  the  100 
visit  limitations  under  parts  A  and  B  of  medicare  expire  before  the  patient 
has  had  sufficient  opportunity  to  recover.  Unlimited  home  health  care  would 
also  discourage  the  use  of  hospitals  and  institutions  and  would  provide  a  more 
familiar  and  welcome  convalescent  place  to  an  elderly  individual. 

Also,  through  the  expanded  role  of  such  health  providers  as  licensed  prac- 
tical nurses,  in  situation  where  home  health  visits  would  be  unlimited,  pre- 
ventive and  diagnostic  services  could  be  delivered  and  perhaps  save  a  "pa- 
tient from  becoming  ill,  save  money  as  well,  and  spare  the  patient  possible 
hospitalization.  We  do  know  that  it  costs  less  to  prevent  an  illness  than  it 
does  to  treat  it. 

It  is  in  these  areas  that  new  and  expanding  roles  for  RN's,  LPN's  and  other 
providers  can  help  keep  people  out  of  hospitals  and  vet  provide  them  with 
quality  care.  We  must  add  at  this  point,  however,  that  the  unlimited  use  n<* 
home  health  visits  should  be  closely  tied  to  an  effective  utilization  review 
program  and  that  this  review  mechanism  should  be  developed  and  admin- 
istered by  representatives  of  all  the  providers  rendering  service. 
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Our  third  area  of  concern  is  that  present  medicare  requirements  which 
mandate  prior-hospitalization  before  an  individual  becomes  eligible  for  home 
health  care  services  are  too  costly.  Last  Spring,  we  learned  that  each  day 
American  taxpayers  pay  $48.  million  for  hospital  care  under  medicare-medicaid. 

The  Department  of  Health,  Education,  and  Welfare  estimated  that  in 
fiscal  year  1976,  the  medicare  program  spent  more  than  75  percent  of  its 
funds  for  hospitals  and  nursing  home  care.  They  report  that  in  1976,  $55 
billion  was  spent  on  hospital  care  alone  and  that  if  present  trends  continue, 
total  spending  on  hospital  care  in  1986 — just  9  years  from  now — will  be  a 
staggering  $220  billion. 

Many  times,  in  an  effort  to  assist  a  patient  in  receiving  needed  benefits, 
physicians  will  unnecessarily  admit  a  patient  to  a  hospital  so  that  the  patient 
will  be  eligible  for  home  health  or  nursing  home  care.  We  see  that  not  only 
is  this  costly,  but  it  causes  a  physician  to  choose  between  properly  treating 
his  patient  or  complying  with  the  law. 

In  addressing  these  three  areas,  we  hope  that  we  have  been  helpful  to  the 
committee  in  pointing  out  several  problems  in  the  delivery  of  health  care, 
which  impact  on  the  quality  of  health  care  delivery  as  well  as  the  cost.  Need- 
less to  say,  we  all  have  a  stake  in  our  health  care  system.  In  our  desire  to 
provide  necessary  health  services,  we  must  constantly  evaluate  the  present 
system,  correct  its  glaring  deficiencies  and  inefficiencies  and  remember  that 
our  goal  is  to  maximize  health  care  delivery  services  and  minimize  costs. 

This  committee  has  traditionally  been  one  of  the  leaders  in  articulating  the 
health  needs  of  our  citizens.  We  applaud  your  efforts,  we  are  proud  to  work 
with  you,  and  we  eagerly  await  the  day  when  all  those  in  need  of  health  care 
are  able  to  receive  the  best  care  at  a  reasonable  cost. 

Mr.  Pike  [presiding] .  Thank  you,  Mr.  Tendler,  for  your  fine  state- 
ment. Mr.  Cotter,  do  you  have  any  questions? 
Mr.  Cotter.  No  questions,  Mr.  Chairman. 
Mr.  Pike.  Mr.  Duncan? 
Mr.  Dtjncax.  Iso  questions. 
Mr.  Pike.  Ms.  Keys  ? 

Ms.  Keys.  I  would  just  like  to  thank  Mr.  Tendler,  and  I  am  so 
appreciative  of  the  active  organization  of  licensed  practical  nurses. 
I  have  met  with  them  many  times  in  Kansas,  and  here  in  Washing- 
ton as  well.  I  certainly  agree  with  your  statements  regarding  their 
importance  and  identity  in  delivering  primary  health  care  to  pa- 
tients, and  I  want  to  see  their  expertise  included.  I  think  we  prob- 
ably have  to  make  the  steps  that  we  can  make  as  far  as  we  can  go 
initially,  but  certainly  the  creation  of  advisory  boards  which  will 
develop  include  many  other  nonphysician  health  care  providers 
who  will  provide  access  and  should  provide  initial  access  and  some 
involvement  of  the  licensed  practical  nurses  as  well,  and  I  will  keep 
working  for  more  involvement. 

Mr.  Tendler.  Ms.  Keys,  we  thank  you  very  much  for  your  efforts 
on  behalf  of  the  nursing  profession.  I  don't  think  there  is  anybody 
in  the  Congress  who  has  worked  harder  than  you  have  in  helping 
the  nursing  profession  achieve  the  recognition  it  deserves,  and,  in 
turn,  helping  nurses  provide  better  services  to  the  public.  Our  con- 
tention is,  and  we  understand,  and  we  recognize  the  problems,  that 
if  we  truly  are  to  provide  nursing  input  and  nursing  care,  it  should 
include  licensed  practical  nurses.  We  support  you  in  your  efforts  to 
talk  about  nonphysician  representation  on  PSRO  boards,  and  we 
thnnk  you  for  vour  efforts  on  our  behalf. 

Ms.  Keys.  Thank  you  for  your  help  and  I  agree  with  your  con- 
tention. 

Mr.  Pike.  Let  me  just  say,  Mr.  Tendler,  there  is  uobodv  on  the 
committee  who  doesn't  recognize  the  fact  that  Ms.  Keys  has  been 
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your  strongest  supporter.  Thank  you  very  much  for  your  testimony. 
Mr.  Tendler.  Thank  you. 

Mr.  Pike.  Our  next  witness  will  be  representing  the  American 
Association  of  Homes  for  the  Aging.  The  witness  will  be  the  director 
of  public  policy,  Laurance  F.  Lane.  Would  you  come  up  to  the  wit- 
ness table  and  go  right  ahead  with  your  statement,  Mr.  Lane  ? 

STATEMENT  OP  LAU&ENCE  F.  LANE,  BIEECTOE  FOB,  PUBLIC  POLICY, 
AMEKICAN  ASSOCIATION  OF  HOMES  FOE  THE  AGIN®,  ACCOM- 
PANIED BY  THOMAS  HEEMANN,  LEGISLATIVE  COUNSEL 

Mr.  Lane.  I  will  shorten  my  statement  and  ask  permission  that  it 
be  put  in  the  record  as  such. 

Mr.  Pike,  I  can  only  say  that,  without  objection,  your  statement 
will  be  put  in  the  record  in  full  and  if  you  are  able  to  shorten  it,  the 
subcommittee  will  certainly  appreciate  it. 

Mr.  Lane.  Mr.  Chairman,  I  am  Laurence  F.  Lane,  director  for 
public  policy  of  the  American  Association  of  Homes  for  the  Aging. 

Accompanying  me  this  morning  is  Thomas  Hermann,  our  legisla- 
tive counsel. 

The  American  Association  of  Homes  for  the  Aging  represents  the 
not-for-profit  providers  of  institutional  services  to  older  Americans. 
Among  our  members  are  facilities  which  participate  in  the  title 
XVIII  (medicare)  program  as  skilled  nursing  facilities  and  in  the 
title  XIX  (medicaid)  program  as  skilled  nursing  facilities  and  in- 
termediate care  facilities. 

A  number  of  our  1,600  member  homes  are  involved  in  housing, 
health-related  shelter  and  community  outreach  programs  which  in- 
clude day  care,  home  health,  and  nutrition  services. 

At  the  outset,  allow  me  to  point  out  that  we  have  limited  the  text 
of  this  testimony  in  order  to  conform  to  the  time  restraints  imposed 
by  the  subcommittee.  Should  there  be  need  for  additional  supportive 
materials  on  the  items  we  discuss,  we  are  available  to  be  of  assist- 
ance to  the  members  and  staff  of  the  subcommittee. 

For  the  past  5  years,  the  American  Association  of  Homes  for  the 
Aging  has  been  working  to  secure  two  technical  revisions  in  the 
medicare  program : 

One:  A  revision  of  the  limitation  on  durable  medical  equipment 
under  section  1861  (s)  (6),  and 

Two:  A  clarification  of  the  break  in  the  spell-of -illness  under  sec- 
tion 1861(a)  (2). 

In  my  testimony  I  explore  at  length  both  of  these  and  propose 
suggested  language  to  solve  the  problem. 

Under  the  durable  medical  equipment,  there  is  a  parenthetical 
phrase  in  current  language  that  basically  says,  "Including  an  insti- 
tution used  as  his  home  other  than  an  institution  that  meets  the  re- 
quirements of  subsection  (e)(1)  or  (j)  (1)  of  this  section." 

That  excludes  a  number  of  facilities  and  has  created  a  problem. 

It  excludes  coverage  for  durable  medical  equipment  for  skilled 
nursing  facility  patients  who  have  exhausted  their  medicare  ex- 
tended care  facility  benefits,  but  who  continue  to  need  skilled  care, 
an  example  being  private  pay  patients. 


210 


It  also  excludes  intermediate  care  facility  residents  living  in  an 
institution  with  a  dual-SNF-ICF  certification  that  might  meet  the 
requirements  of  section  1861  (j),  but  who  qualify  for  and  are  only 
receiving  intermediate  care  facility  benefits  and  payments,  and  for 
whom  the  institution  is  serving  as  a  home. 

That  also  restricts  durable  medical  equipment  for  medicaid  skilled 
nursing  facility  patients  residing  in  skilled  nursing  facilities  in 
States  that  do  not  cover  durable  medical  equipment  in  their  reim- 
bursement rates. 

With  respect  to  the  spell-of-illness  problem,  we  do  have  a  lengthy 
section  in  our  testimony  on  this  which  asks  the  Congress  to  clarify 
its  intent.  We  must  be  conscious  that  within  our  facilities  we  do  have 
a  dual-patient  population.  The  disparity  between  resident  and  a 
discharge  length  of  stay,  as  shown  in  the  recent  National  Center  for 
Health  Care  Statistics  report  of  the  1977  Nursing  Home  Survey, 
points  to  the  fact  that  patients  are  of  two  classes:  One,  those  ad- 
mitted for  relatively  long  periods  of  time  because  there  is  little 
chance  of  their  chronic  problems  improving  and  two,  those  admitted 
for  relatively  short  periods  of  time  because  recuperative  care  is 
needed.  With  respect  to  the  spell-of-illness,  some  do  not  have  a  break 
and  they  lose  their  medicare  entitlement. 

With  respect  to  the  numerous  other  technical  amendments,  I  would 
point  out : 

One:  On  the  presumed  coverage  provisions  that  we  would  uro-e 
"the  subcommittee  to  proceed  with  caution  in  making  revisions  in  the 
presumed  coverage  provisions.  We  fear  that  the  removal  of  the  re- 
quirement for  presumed  coverage  might  only  drive  more  providers 
from  the  medicare  program  because  of  the  problem  of  retroactive 
denials.  In  1972,  when  the  committee  did  work  on  presumed  coverage 
provisions,  it  was  because  of  a  wave  of  retroactive  denials  of  skilled 
extended  care  benefits. 

Two :  raise  the  issue  of  prior  hospitalization  and  point  out  that 
approximately  half  of  the  residents  who  go  into  a  skilled  nursing 
facility  were  admitted  from  a  health  facility.  This  group  includes 
approximately  32  percent  going  into  nursing  homes  who  are  trans- 
ferred from  a  general  or  a  short-stay  hospital.  We  believe  that  the 
?>2  percent  admitted  from  a  general  or  short-stay  hospital  could  be 
drastically  reduced  if  the  prior  hospitalization  requirement  were 
not  imposed. 

Three:  We  are  supportive  of  the  home  health  benefit  liberaliza- 
tions that  are  proposed  by  the  subcommittee:  (1)  Those  revisions 
raising  the  limits  on  the  number  of  visits  under  parts  A  and  B;  (2) 
redefining  skilled  care  under  parts  A  and  B;  (3)  eliminating  the 
prior  hospitalization  requirement  under  part  A;  (4)  providing 
greater  flexibility  in  the  interpretation  of  the  homebound  require- 
ment under  parts  A  and  B,  and  (5)  adding  homemakerchore  services 
to  the  home  health  benefit. 

However,  we  point  out  that  home  health  services  should  be 
strengthened  and  then  expanded,  not  because  they  are  a  substitute 
for  institutional  services  but  because  they  are  a  necessary  extension 
of  the  continuum  of  health  services  needed  by  older  Americans. 

Four:  With  respect  to  the  ambulance  services,  we  are  supportive 
of  the  changes  to  liberalize  the  coverage  of  ambulance  services.  How- 
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ever,  we  would  ask  for  consideration  of  a  broader  extension.  Our 
association  supports  a  broadening  of  ambulance  services  to  include 
coverage  of  necessary  secondary  transportation.  While  ambulance 
services  my  be  required  for  bedfast  patients,  which  represents  less 
than  5  percent  of  resident  population  in  facilities,  assisted  transpor- 
tation is  required  for  an  additional  35  percent  of  the  residents  who 
are  chairfast.  As  homes  are  required  to  provide  availability  of  serv- 
ices and  to  facilitate  the  delivery  of  that  service,  it  is  necessary  trans- 
portation be  covered. 

Five :  On  the  patient  bill  of  rights,  while  our  association  has  been 
supportive  of  the  effort  to  strengthen  the  enforcement  of  patient- 
resident  rights  throughout  our  health  care  system,  we  question 
whether  amendments  only  to  the  medicare  law  will  bring  the  neces- 
sary responsiveness  anticipated.  If  patient-rights  legislation  is  to  be 
adopted,  it  must  be  both  a  medicare-medicaid  amendment,  especially 
in  the  skilled  and  intermediate  care  area. 

We  also  point  out  in  our  statement  that  the  conditions  of  patients 
for  skilled  nursing  facilities  and  intermediate  care  facilities  are 
currently  under  review  by  the  Department  of  Health,  Education, 
and  Welfare.  We  encourage  this  committee  to  be  very  active  in  moni- 
toring the  development  of  those  proposed  condition  changes. 

We  have,  for  instance,  expressed  concern  in  the  past  that  one 
registered  nurse  working  the  day  shift  is  adequate  protection  in  a 
skilled  nursing  facility.  However,  section  1861  (j)  does  not  clarify 
whether  additional  staffing  beyond  the  day  shift  was  required.  Many 
of  these  regulatory  changes  should  be  monitored  by  the  subcommit- 
tee to  insure  conformance  with  congressional  intent. 

It  is  difficult  in  a  short  statement  to  touch  upon  each  of  the  many 
revisions  pending  before  the  subcommittee.  In  general,  our  associa- 
tion is  supportive  of  the  numerous  technical  benefit  revisions  pro- 
posed to  increase  the  responsiveness  of  the  program  to  the  needs  of 
tjie  beneficiary.  Additionally,  we  are  supportive  of  the  efforts  to  im- 
prove the  administration  of  the  part  B  program.  While  we  have  com- 
mented on  those  items  of  primary  concern,  even  these  remarks  have 
Seen  abbreviated  to  conform  to  the  time  restraints. 

We  stand  ready  to  work  with  the  subcommittee  in  drafting  neces- 
sary revisions. 

[The  prepared  statement  follows:] 

Statement  of  Laurence  F.  Lane.  Director  for  Public  Policy,  American 
Association  of  Homes  for  the  x\ging 

Mr.  Chairman,  I  am  Laurence  F.  Lane,  Director  for  Public  Policy  of  the 
American  Association  of  Homes  for  the  Aging.  The  American  Association  of 
Homes  for  the  Aging  Represents  the  not-for-profit  providers  of  institutional 
services  to  older  Americans.  Among  our  members  are  facilities  which  par- 
ticipate in  the  Title  XVIII  (Medicare)  program  as  skilled  nursing  facilities 
and  in  the  Title  XIX  (Medicaid)  program  as  skilled  nursing  facilities  and 
intermediate  care  facilities.  A  number  of  our  1,600  member  homes  are  in- 
volved in  housing,  health-related  shelter  and  community  outreach  programs 
which  include  day  care,  home  health  and  nutrition  services. 

We  are  pleased  to  have  this  opportunity  to  comment  on  the  proposed  modest 
technical  amendments  to  improve  the  responsiveness  of  the  Medicare  program 
to  the  needs  of  its  beneficiaries  and  to  the  providers  who  participate  in  the 
program.  We  are  conscious  of  both  the  severe  time  and  budget  restrictions 
which  have  been  imposed  upon  the  Subcommittee,  and,  therefore,  we  are 
limiting  our  remarks  to  the  technical  revisions  discussed  in  the  hearing  notice. 
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We  commend  this  committee  for  its  continuing  efforts  to  improve  the  per- 
formance of  the  Medicare  program. 

At  the  outset,  allow  me  to  point  out  that  we  have  limited  the  text  of  this 
testimony  in  order  to  conform  to  the  time  restraints  imposed  by  the  Subcom- 
mittee. Should  there  be  need  for  additional  supportive  materials  on  the  items 
we  discuss,  we  are  available  to  be  of  assistance  to  the  members  and  staff  of  the 
Subcommittee. 

For  the  past  five  years,  the  American  Association  of  Homes  for  the  Aging 
has  been  working  to  secure  two  technical  revisions  in  the  Medicare  program: 
(1)  "a  revision  of  the  limitation  on  durable  medical  equipment  under  Section 
1861  (s)  (6)  and  (2)  a  clarification  of  the  break  in  the  spell-of-illness  under 
Section  lS61(a)(2).  We  shall  discuss  these  two  revisions  in  detail  before 
turning  to  the  several  additional  technical  revisions  pending  before  the  Com- 
mittee that  might  impact  on  residents  of  long  term  care  facilities. 

I.  DURABLE  MEDICAL  EQUIPMENT 

A.  Statement  of  the  problem 

Section  1861  (s)  (6)  of  the  Social  Security  Act  provides  that:  "*  *  *  dur- 
able medical  equipment,  including  iron  lungs,  oxygen  tents,  hospital  beds,  and 
wheelchairs  used  in  the  patient's  homes  (including  an  institution  used  as  his 
home  other  an  institution  that  meets  the  requirements  of  subsection  (e)  (11 
or  (j)  (1)  of  this  section)  whether  furnished  on  a  rental  basis  or  pur- 
chased *  *  *"  would  be  covered  as  a  "medical  and  other  health  services"  under 
Part  B  of  Medicare.  However,  as  with  the  definition  of  "spell  of  illness",  the  re- 
striction on  institution  is  based  on  the  type  of  facility,  not  on  whether  the  re- 
cipient is  being  furnished  hospital  or  skilled  nursing  services  covered  under 
Part  A.  The  apparent  purpose  of  the  parenthetical  language  is  to  make  these 
benefits  available  to  persons  making  their  homes  in  institutional  settings  as 
well  as  to  persons  residing  in  individual  homes,  but  to  exclude  them  from 
coverage  under  Part  B  when  they  can  be  covered  under  Part  A.  The  problem 
is  created  by  the  fact  that  the  exclusion  is  written  in  terms  of  the  charac- 
teristics of  the  institution  in  which  a  person  may  make  his  or  her  home  rather 
than  in  terms  of  the  person's  entitlement  to  receive  the  services  through  the 
institutional  care  covered  by  Part  A.  The  Senate  had  enacted  a  technical 
amendment  as  part  of  consideration  of  H.B.  10284  during  the  94th  Congress 
(Amendment  number  1293  presented  by  Senator  Beall  and  supported  by  Sen- 
ator Long,  December  17,  1975).  However,  the  amendment  was  among  those 
technical  measures  dropped  by  the  conference  committee  because  of  time 
deadlines. 

B.  Proposed  amendment 

Section  1861  (s)  (6)  of  the  Social  Security  Act  is  amended  by  inserting: 
"and  which  is  used  as  the  patient's  home  during  a  period  for  which  the  pa- 
tient is  entitled  to  have  payment  made  under  Part  A  for  the  inpatient  hos- 
pital or  post-hospital  extended  care  services  furnished  to  him  by  such  insti- 
tution," immediately  after  "on  this  section." 

Comment. — This  is  the  same  language  adopted  by  the  Senate  in  1975.  The 
proposed  change  revises  the  context  of  Section  1861  (s)  (6)  from  a  grant  or 
denial  of  payment  on  the  basis  of  what  is  the  institution's  overall  license, 
to  the  basis  of  what  services  the  individual  patient  is  receiving.  It  is  impor- 
tant to  note  that  under  the  present  law  several  categories  of  patients  are 
denied  Part  B  assistance  in  securing  durable  medical  equipment.  Among  those 
disadvantaged  are : 

Skilled  nursing  facility  patients  who  have  exhausted  their  Medicare  ex- 
tended care  facility  benefits  but  who  continue  to  need  skilled  care,  e.g.,  pri- 
vate pay  patients. 

ICF  residents  living  in  an  institution  with  a  dual  SNF-ICF  certification 
(and  which  meets  the  requirements  of  Section  1861  (j)),  but  who  only  qualify 
for  and  are  only  getting  ICF  care  and  ICF  payments,  and  for  whom  the  in- 
stitution is  serving  as  their  home,  and 

Medicaid  SNF  patients  residing  in  skilled  nursing  facilities  in  states  which 
do  not  cover  durable  medical  equipment  in  their  rates. 

The  incidence  of  problems  with  the  present  linkage  to  a  type  of  facility 
rather  than  furnished  services,  is  particularly  acute  in  rural  areas.  Over  one- 
third  of  nursing  homes  are  dually  certified  SNF  and  ICF. 
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II.  SPELL  OF  ILLNESS 

A.  Statement  of  the  problem 

4 'Spell  of  illness  is  denned  in  S  1861  (a)  of  the  Social  Security  Act  (42 
U.S'.C.  S  1395  x  (a))  as  meaning  a  period  of  consecutive  days:  (1)  beginning 
with  the  first  day  (not  included  in  a  previous  spell  of  illness)  ;  A.  on  which 
such  individual  is  furnished  inpatient  hospital  services  or  extended  care  serv- 
ices, .  .  .  and  (2)  ending  with  the  close  of  the  first  period  of  60  consecutive 
days  thereafter  on  each  of  which  he  is  neither  an  inpatient  of  a  hospital  nor 
an*  inpatient  of  an  extended  care  facility."  '• 

HEW  has  practiced  a  strict  objective  test :  the  nature  of  the  facility,  rather 
than  the  nature  of  the  services  rendered,  determines  whether  one  is  an  "in- 
patient" under  the  cited  statute.  The  result  has  been  that  a  resident  of  an 
extended  care  facility,  even  if  receiving  no  medical  care  at  all,  is  considered 
under  the  "spell  of  illness"  as  long  as  he  is  still  in  that  facility.  Medicare 
eligibility  can  run  out  despite  his  actual  health,  or  the  services  rendered  by 
the  institution. 

Several  court  decisions  have  held  that  mere  residency,  where  only  custodial, 
will  not  operate  to  extend  a  "spell  of  illness"  (Swenson  v.  Finch,  1970;  Hardy 
v.  Mathews,  1967 ;  Haskey  v.  Mathews,  1977 ;  and  Gerstman  v.  Secretary  of 
Health,  Education  and  Welfare,  1977).  Only  one  case  has  affirmed  the  Depart- 
ment's interpretation  (Brown  v.  Richardson,  1973).  With  respect  to  this  par- 
ticular case,  it  is  important  to  note  that  the  facts  were  not  clear  cut  and  in 
Subsequent  decisions,  Courts  have  not  viewed  the  decision  as  persuasive. 

HEW  has  taken  limited  action  to  conform  to  the  above-mentioned  series  of 
court  interpretations.  While  option  papers  have  been  circulated  by  mid-level 
staff,  the  Department  has  failed  to  modify  its  interpretation  and  revise  the 
"provider  manual".  Officials  of  the  Health  Care  Financing  Administration 
contend  that  before  the  rules  can  be  modified,  the  statute  must  be  clarified.  In 
the  93rd  Congress,  the  U.S.  Senate  passed  a  clarification  of  the  "spell-of-ill- 
ness"  provision  as  Section  198  of  H.R.  3153.  However,  this  legislation  was 
never  reported  from  Conference. 

B.  Proposed  amendment 

Amend  Section  1861  (a)  (s)  of  the  Social  Security  Act  to  read  as  follows: 
(2)  ending  with  the  close  of  the  first  period  of  60  consecutive  days  thereafter 
on  each  of  which  he  is  neither  furnished  inpatient  hospital  services  (as  de- 
fined in  Section  1861  (b)  or  extended  care  services  (as  defined  in  Section 
1861  (h))  reimbursed  under  Part  A  of  this  Title  nor  under  a  state  plan  ap- 
proved under  Title  XIX. 

Amend  Section  1861  (j)  by  striking  the  phrase:  ".  .  .  For  purpose  of  sub- 
section (a)(2),  such  term  includes  any  institution  which  meets  the  require- 
ments of  paragraph  (1)  of  this  subsection." 

Comment. — The  "spell-of -illness"  commences  with  the  first  day  that  an  in- 
dividual is  furnished  inpatient  hospital  services  or  extended  care  services 
which  occurs  in  a  month  for  which  he  is  entitled  to  benefits  under  Part  A. 
The  end  of  the  "spell-of-illness"  should  also  be  premised  on  the  provision  of 
furnished  services,  not  placement.  The  Court's  decision  in  the  Hasek  case 
points  out :  "Had  Congress  desired  to  make  the  nature  of  the  facility  all- 
determinative,  it  would  not  have  used  the  term  "inpatient,"  but  would  have 
merely  required  that  one  be  in,  or  a  resident  of,  a  facility.  It  did  not  do  this, 
and  the  clear  and  reasonable  interpretation  is  that  one  who  is  receiving  none 
of  the  enumerated  services,  and  cannot  otherwise  be  defined  as  inpatient,  is 
not  precluded  from  having  a  "speli-of -illness"  under  s  1395  x(a)." 

HEW  has  opposed  this  clarification  of  the  Act  as  preventing  the  govern- 
ment from  controlling  potential  fradulent  acts.  The  Department  contends  that 
recipients  might  elect  to  break  the  spell-of-illness  by  receiving  skilled  care 
in  a  facility  that  does  not  participate  in  the  Medicare  program.  Such  care 
would  be  paid  for  by  the  patient,  and,  therefore,  beyond  the  control  of  the 
Department.  The  Department  contends  that  Congress  wanted  the  Department 
to  police  these  potential  patient  shifts  pointing  to  the  definition  of  skilled 
nursing  facility  under  Section  1861  (.1)  which  cross  references  to  the  spell-of- 
illness  provision.  Congress  must  clarify  its  intent  to  prevent  a  continued  prob- 
lem in  duel  certified  facilities.  We  must  be  conscious  of  the  recent  findings  by 
the  National  Center  for  Health  Care  Statistics  which  points  out  in  its  pre- 
liminary findings  in  the  1977  Nursing  Home  Survey:  "The  disparity  between 
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the  residents"  and  the  discharge  length  of  time  in  the  facility  suggests  that 
there  are  two  separate  groups  of  persons  who  use  nursing  homes:  those  ad- 
mitted for  relatively  long  periods  of  time  because  there  is  little  chance  of 
their  chronic  problems  improving  and  those  admitted  for  relatively  short 
periods  of  time  because  recuperative  care  is  needed."  We  must  also  be  con- 
scious of  the  finding  that  "the  poor  health  of  many  in  the  discharged  popula- 
tion is  reflected  in  the  findings  that  25  percent  of  all  discharges  died  in  the 
nursing  home  and  45  percent  of  all  live  discharges  were  transferred  to  a 
general  or  short  stay  hospital,  presumably  to  receive  more  intensive  care. 

III.  ADDITIONAL  TECHNICAL  AMENDMENTS 

A.  Presumed  coverage  provisions 

The  members  of  A  ATT  A  would  urge  the  committee  to  proceed  with  caution  in 
making  revisions  of  the  presumed  coverage  provisions,  as  many  of  the  com- 
mittee members  recall,  the  consideration  of  the  presumed  coverage  require- 
ment was  enacted  in  response  to  the  numerous  retroactive  denials  of  skilled 
extended  care  benefits  during  the  early  1970's.  While  we  can  appreciate  the 
fact  the  presumed  coverage  provision  has  triggered  undue  paperwork,  we 
suggest  variations  to  extend  the  length  of  time  for  advance  approval  or  al- 
ternatively, that  the  error  percentile  for  waiver  of  liability  be  adjusted.  We 
fear  that'  a  removal  of  the  requirement  for  presumed  coverage  may  only 
drive  more  providers  from  the  Medicare  program  because  they  are  unwilling: 
to  assume  the  risk  of  an  intermediary  decision. 

B.  Prior  hospitalization 

While  the  issue  of  eliminating  the  requirement  of  Section  1S61  (i)  has  been 
discussed  in  the  context  of  liberalizing  the  home  health  benefit,  we  believe 
there  is  merit  in  eliminating  the  three  day  hospitalization  requirement  for 
skilled  nursing  services.  Data  from  the  1977  Nursing  Home  Survey  indicates 
that  about  half  (54  percent!  of  the  residents  were  admitted  from  a  health 
facility.  This  group  was  composed  mainly  of  those  admitted  from  a  general 
or  short-stay  hospital  (32  percent)  and  those  transferred  from  another  nurs- 
ing home  (13  percent).  Forty-one  percent,  however,  had  moved  from  a  private 
or"  semi-private  residence,  where  they  had  usually  lived  with  others.  We  be- 
lieve that  the  32  percent  admitted  from  a  general  or  short-stay  hospital  could 
be  drastically  reduced  if  the  prior  hospitalization  requirement  were  not  im- 
posed. This  would  result  in  a  cost  savings  to  the  program.  Abusive  practices 
could  be  minimized  by  1 1 )  the  requirement  for  a  costly  first  day  deductible 
which  would  make  it  prohibitive  to  have  a  convenience  stay  in  a  facility,  and 
(2)  the  increased  tightening  of  utilization  review  and  PSBO  long-term  care 
review  instruments. 

C.  Home  health  benefit  liberalizations 

Our  Association  is  supportive  of  the  several  amendments  pending  before 
the  committee  for  improving  the  reimbursement  for  home  health  care  benefits 
under  the  Medicare  program.  There  is  a  need  to  strengthen  the  option  avail- 
able to  older  Americans  so  that  they  receive  quality  care  in  the  most  appro- 
priate setting.  While  supportive  of  all  five  technical  changes,  i.e..  (1)  raising 
the  limits  on  the  number  of  visits  under  Parts  A  and  B,  (2)  redefining  skilled 
care  under  parts  A  and  B.  (3.)  eliminating  the  prior  hospitalization  require- 
ment under  Part  A.  (4)  providing  greater  flexibility  in  the  interpretation  of 
the  homebound  requirement  under  Parts  A  and  B.  and  (5)  adding  hoinemaker- 
chore  services  to  the  home  health  benefit,  we  want  members  to  be  conscious 
of  the  fact  that  the  trade-off  between  institutional  and  non-institutional  serv- 
ices is  modest  and  there  will  be  only  limited  cost  savings.  By  expanding  home 
health  services,  we  are  reaching  out  to  assist  more  older  Americans  who  re- 
quire health  services,  but  who  are  not  receiving  them  presently.  Home  health 
services  should  be  strengthened  and  expanded  not  because  they  are  a  substi- 
tute for  institutional  services,  but  because  they  are  a  necessary  extension  of 
the  continuum  of  health  services  needed  by  older  Americans. 

D.  Ambulance  services 

We  are  supportive  of  the  proposed  changes  to  liberalize  the  coverage  of 
ambulance  services  when  such  transport  is  required  either  for  the  transfer 
of  a  patient  and/or  to  move  the  resident  to  where  necessary  treatment  is 
available.  The  growing  responsibilities  upon  facilities  to  make  the  necessary 
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arrangements  for  a  patient  to  receive  medical  treatments  necessitates  such  a 
modest  change  in  reimbursable  services.  In  fact,  our  Association  supports  a 
broadening  of  the  ambulance  coverage  to  include  coverage  of  necessary  sec- 
ondary transportation.  Whiel  ambulance  service  may  be  required  for  a  bed- 
fast patient  (less  than  5  percent  of  resident  population  in  facilities),  assisted 
transportation  is  required  for  an  additional  35  percent  of  the  residents  who 
are  chairfast. 

E.  Patient  Mil  of  rights 

While  our  Association  has  been  supportive  of  the  efforts  to  strengthen  the 
enforcement  of  patient-resident  rights  throughout  our  health  care  system,  we 
question  whether  amendments  only  to  the  Medicare  law  will  bring  the  neces-. 
sary  responsiveness  anticipated.  We  are  concerned  that  the  proposed  techni- 
cal revisions  to  the  Medicare  program  may  not  be  the  most  appropriate  legis- 
lative vehicle  for  the  consideration  of  a  statutory  requirement  of  a  bill  of 
rights  for  residents  of  skilled  nursing  facilities.  The  conditions  for  participa-. 
tion  in  the  Medicare  program  as  a  skilled  nursing  facility  already  mandate 
compliance  with  a  patient's  bill  of  rights.  These  conditions  of  participation 
are  being  reviewed  in  public  hearings  by  the  Department  currently.  The  rights 
sections  might  be  changed  further.  Additionally,  a  number  of  states  have  im-.. 
posed  requirements  as  state  laws  with  respect  to  patient's  rights. 

As  mentioned  above,  the  Department  is  in  the  process  of  revising  the  con- 
ditions of  participation  in  the  Medicare  and  Medicaid  programs.  We  call 
these  reforms  to  the  committee's  attention  so  that  members  might  become 
involved  in  clarifying  Congressional  intent.  For  instance,  in  the  proposed  re- 
visions to  the  skilled  nursing  facility  requirements,  the  issues  of  staffing 
requirements  are  again  being  opened  for  discussion.  AAHA  has  expressed 
concern  in  the  past  that  one  registered  nurse  working  the  day  shift  is  inade- 
quate protection  in  a  skilled  nursing  facility.  However,  Section  1861  (j)  does 
not  clarify  whether  additional  staffing  beyond  the  day  shift  was  required. 
Many  of  these  regulatory  changes  should  be  monitored  by  the  Committee  to 
ensure  conformance  with  Congressional  intent. 

It  is  difficult  in  a  short  statement  to  touch  upon  each  of  the  many  revisions 
pending  before  the  committee.  In  general,  our  Association  is  supportive  of  the 
numerous  technical  benefit  revisions  proposed  to  increase  the  responsiveness 
of  the  program  to  the  needs  of  the  beneficiary.  Additionally,  we  are' supportive 
of  the  efforts  to  improve  the  administration  of  the  Part  B  program.  While  we 
have  commented  on  those  items  of  primary  concern,  even  these  remarks  have 
been  abbreviated  to  conform  to  time  restraints.  We  stand  ready  to  work  with 
the  committee  in  drafting  necessary  revisions. 

Mr.  Rostenkowski.  Thank  you  very  much. 

Welcome  to  the  subcommittee,  Miss  Kobell.  Please  identify  }'our-. 
self  for  the  record. 

STATEMENT  OF  RUTH  KOBELL,  LEGISLATIVE  ASSISTANT, 
NATIONAL  FARMERS  UNION 

Ms.  Kobell.  I  am  Ruth  Kobell,  legislative  assistant  for  National- 
Farmers  Union. 

We  appreciate  the  opportunity  to  appear  before  you  on  the  pro-- 
posed  amendments  to  medicare  legislation. 

With  your  permission,  I  have  quoted  a  rather  extensive  policy 
statement  which  our  delegates  to  our  national  convention  adopted 
in  March  and  I  would  like  to  include  my  statement  for  the  record, 
if  that  is  agreeable,  and  simply  make  a  very  few  brief  comments  on 
the  proposed  changes. 

Mr.  Rostenkowski.  Your  entire  statement  will  be  included  in  the 
record. 

Ms.  Kobell.  We  vrnnt  to  particularly  commend  this  subcomroittpc 
for  their  leadership  in  working  for  the  successful  passage  of  the 
rural  clinic  bill  because  it  provided  financial  undergirding  for  main-- 
taining  and  extending  services  in  rural  areas. 
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As  important  as  the  payment  for  services,  particularly  included 
under  medicare  and  medicaid,  it  is  extremely  important  to  have 
services  available  of  which  people  can  avail  themselves.  Many  rural 
areas  face  the  problem  simply  of  not  having  services  available.  The 
rural  clinic  bill  made  an  important  contribution  in  this  field. 

We  are  particularly  interested  in  the  expansion  of  home  health 
care  because  for  many  rural  older  people  moving  to  institutionalized 
service  means  moving  far  away  from  family  and  friends,  from  their 
own  communities.  This  in  itself  is  a  debilitating  kind  of  experience 
and  if  we  can  make  arrangements  for  minimum  care,  for  chair  care, 
for  this  kind  of  thing,  many  couples  could  stay  in  their  own  homes. 

A  recent  article  in  the  "Journal  of  Commerce"  pointed  out  how 
much  cheaper — and  we  are  all  concerned  with  budget  coverage  these 
days — how  much  cheaper  it  is  to  provide  care  to  people  in  their  own 
home,  rather  than  moving  into  a  highly  skilled  nursing  home  facility. 

Another  issue  about  which  we  are  concerned  is  one  of  protecting 
the  coverage  of  medicare  and  medicaid.  The  National  Farmers  Union 
is  extremely  proud  of  the  fact  that  for  a  dozen  years  we  have  spon- 
sored the  Green  Thumb  program,  an  employment  program  for  lower 
income  people  to  provide  community  service  work  under  title  IX  of 
the  Older  Americans  Act.  It  has  provided  the  opportunity  for  peo- 
ple in  rural  areas,  and  we  operate  Green  Thumb  only  in  rural  areas, 
to  increase  their  income  and  to  contribute  services  to  rural  communi- 
ties. But  we  find  that  in  some  places  people  working;  in  Green  Thumb 
and  in  other  title  IV  programs  are  in  danger  of  losing  their  medic- 
aid coverage  because  they  increase  their  earnings. 

We  would  hope  that  there  might  be  a  consideration  in  this  legis- 
lation that  earnings  or  benefits  from  the  Older  Americans  Act,  gen- 
erally, might  be  excluded  in  determining  coverage  for  medicaid.  It 
seems  a  shame  to  penalize  people  who  want  to  work,  who  want  to 
contribute  to  their  community,  by  threatening  to  remove  this  im- 
portant support  of  medicaid  coverage. 

We  would  be  happy  to  provide  additional  detail  on  this.  It  is  being 
considered  in  the  enactment  of  the  Older  Americans  Act. 

Additional] v,  we  are  particularly  concerned  with  your  attention 
to  some  flexibility  of  standards  for  rural  hospitals.  We  recognize, 
again,  that  keeping  care  as  close  to  home  as  possible  is  extremely 
important.  We  believe  that  while  a  small  rural  hospital  may  not  meet 
the  same  standards  in  terms  of  extension  of  care  or  broad  service  of 
care  as  at  a  larger  hospital,  it  is  extremely  important  to  keep  that 
facility  out  there,  where  the  most  medicare  can  be  given. 

There  are  other  items  we  have  an  interest  in  and  we  commend  you 
for  the  broad  scope  of  the  amendments,  but  I  said  I  would  limit  my- 
self and  if  there  are  questions,  of  course  I  would  be  glad  to  try  to 
answer  them. 

[The  prepared  statement  follows :] 

Statement  of  Ruth  E.  Kobell,  Legislative  Assistant,  National  Farmers 

Union 

Chairman  Rostenkowsld  and  Members  of  the  Committee,  I  am  Ruth  E. 
Kobell,  Legislative  Assistant  for  National  Farmers  Union,  1012  14th  Street, 
N.W.,  "Washington,  D.C.  We  appreciate  this  opportunity  to  appear  before  you 
regarding  proposed  amendments  to  Medicare  legislation. 
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National  Farmers  Union  was  very  pleased  with  the  passage  last  year  of 
the  Rural  Health  Clinic  Act  which  allows  Medicare  and  Medicaid  reimburse- 
ment for  services  provided  in  rural  health  clinics  by  physician-assistants  and 
nurse  practitioners.  We  wish  to  commend  this  Committee  and  to  thank  you, 
Mr.  Chairman,  for  your  work  on  that  legislation.  We  believe  it  will  make  a 
difference  in  the  health  care  services  available  to  rural  people. 

At  our  recent  national  convention  in  Salt  Lake  City,  delegates  approved  a 
comprehensive  statement  on  health  issues  which  I  would  like  to  make  a  part 
of  the  record  of  this  hearing  and  then  comment  on  it  as  it  relates  to  the 
questions  you  are  taking  up  in  this  hearing.  Our  1978  Policy  says: 

The  Farmers  Union  reaffirms  its  long-standing  support  for  a  comprehensive 
national  prepaid  health  care  and  medical  facilities  insurance  program  under 
federal  auspices.  We  urge  President  Carter  to  fulfill  his  campaign  commit- 
ment and  move  speedily  to  present  such  a  legislative  proposal  to  Congress 
and  urge  prompt  Congressional  passage. 

Catastrophic  health  insurance  is  not  a  substitute  for  a  national  security 
plan. 

The  program  should  enable  everyone  to  receive  fully  adequate  medical, 
dental,  hospital,  and  health  services,  including  services  for  alcoholism,  drug 
addiction,  and  mental  illness.  It  should  provide  regular  preventive  health 
care  services  rather  than  merely  treat  illnesses  after  they  occur.  And  it  should 
insure  control  of  the  cost  of  quality  service. 

We  urge  the  President  and  the  Congress  to  go  beyond  the  question  of  fi- 
nancing medical  care  in  rural  areas.  Even  if  prepaid  health  insurance  is  made 
available  to  all  Americans,  shortcomings  in  the  health  delivery  system  can  be 
a  bottleneck,  preventing  timely  care  from  reaching  the  medically  needy. 

The  federal  government  should  determine  the  number  of  doctors  and  den- 
tists needed  and  federal  scholarships  for  students  in  the  health  professions 
should  be  provided  to  increase  the  number  of  doctors  and  health  personnel, 
with  provisions  to  encourage  professionals  to  serve  in  rural  areas.  Special 
efforts  should  be  developed  to  recruit  rural  women  and  men  for  such  training. 
They  should  be  provided  both  financial  and  academic  assistance  as  needed  to 
qualify  for  such  training. 

Federal  grants  and  loans  are  needed  for  the  operation  of  community  mental 
health,  alcoholism,  and  drug  addiction  centers  and  construction  of  facilities 
for  direct  service  health  plans. 

We  urge  that  farm  people  and  other  rural  health  service  consumers  be 
named  to  the  boards  and  advisory  committees  which  will  direct  activities 
authorized  under  the  Health  Planning  and  Resource  Development  Act  of 
1974.  in  full  compliance  with  the  requirement  of  the  law  to  include  a  propor- 
tionate share  of  health  service  providers  and  consumers,  including  appropri- 
ate rural  representation.  This  is  necessary  to  assure  that  rural  health  needs 
will  be  considered  in  the  planning  and  development  of  programs. 

■Greater  attention  should  be  given  to  the  extension  of  health  services  to 
rural  areas,  including  a  rural  health  corps,  expanded  use  of  medical  aides, 
paramedics,  nurse-practitioners,  and  other  innovative  approaches  so  as  to 
alleviate  the  scarcity  of  health  personnel  in  rural  areas. 

We  recognize  that  vast  numbers  of  farm  families  either  now  have  or  will 
have  family  members  in  nursing  homes,  and  that  residents  of  nursing  homes 
should  be  entitled  to  the  same  civil  and  human  rights  guaranteed  to  all  citi- 
zens. We  resolve  that  National  Farmers  Union  and  the  state  Farmers  Union 
become  actively  involved  in  the  development  and  dissemination  of  information 
on  problems,  issues,  and  reform  strategy  pertaining  to  nursing  homes  and 
alternatives  to  nursing  homes  and  that  they  further  encourage  members  to 
participate  in  specific  activities  to  bring  about  reform  of  the  health  care 
industry  with  the  intent  of  raising  the  quality  of  care  of  older  persons  to 
reflect  more  consideration  for  human  dignity. 

We  object  to  legislating  mandatory  rules  and  regulations  which  threaten 
the  accreditation  of  rural  hospitals. 

We  urge  increased  appropriations  for  research  in  diet  and  nutrition,  heart 
disease,  cancer,  and  the  prevention  and  cure  of  mental  illnesses,  including 
alcoholism  and  drug  addiction. 

We  oppose  efforts  to  shift  Medicaid  and  other  federal  health  programs  to 
the  states  without  provision  for  maintaining  equality  and  availability  of 
service.  Such  a  shift  would  worsen  the  maldistribution  of  health  care  with- 
out reducing  costs  to  the  consumer  or  taxpayer. 
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We  urge  expansion  of  programs  to  provide  home  health  and  housekeeping 
services  under  Medicare  and  Medicaid  to  those  who  need  it  in  order  to  make 
it  feasible  for  many  to  delay  or  prevent  their  commitment  to  nursing  homes 
or  other  institutions.  We  urge  enactment  and  enforcement  of  uniformly  ade- 
quate but  practical  nursing  home  standards  for  facilities,  professional  and 
subprofessional  care,  and  rates. 

We  urge  development  and  enforcement  of  a  "Patient's  Bill  of  Rights." 

We  recommend  that  services  of  chiropractors,  osteopaths,  and  dentists  be 
covered  under  Medicare. 

We  ask  Congress  for  legislation  to  prevent  excessive  drug  profits,  prohibit 
restrictions  on  drug  advertising,  and  direct  the  Public  Health  Service  to  pre- 
pare and  disseminate  a  drug  directory,  including  generic  designations. 

Congress  should  provide,  under  a  national  health  care  system,  for  the  cost 
of  medical  malpractice  insurance  to  be  assumed  by  the  federal  government. 
Malpractice  review  boards,  with  the  power  to  levy  fines  or  to  revoke  licenses, 
should  be  established  to  insure  sound  medical  practice.  Similar  powers  should 
be  provided  to  prevent  misuse  of  the  Medicare  or  Medicaid  programs  by  doc- 
tors, medical  technicians,  hospitals,  and  other  patient  care  institutions. 

Mr.  Rostenkowski.  Thank  you  very  much,  Miss  Kobell. 
Ms.  Keys? 

Ms.  Keys.  No  questions. 

Mr.  Rostenkowski.  Thank  you  very  much  for  your  contribution. 
Because  of  travel  problems,  I  am  going  to  ask  that  Dr.  Parrott  be 
the  next  individual  to  testify. 

If  you  will  identify  yourself  and  proceed  with  your  testimony. 

STATEMENT  OP  PAUL  E.  PARROT,  PRESIDENT,  ON  BEHALF  OP  THE 
AMERICAN  CHIROPRACTIC  ASSOCIATION  AND  THE  INTER- 
NATIONAL CHIROPRACTORS  ASSOCIATION 

Dr.  Parrot.  First  of  all,  I  want  to  thank  you  sincerely  for  the 
rearrangement  of  our  time. 

Mr.  Chairman,  the  American  Chiropractic  Association  and  the 
International  Chiropractors  Association  jointly  urge  this  committee 
to  report  favorably  on  H.R.  1644,  a  bill  cosponsored  by  184  Members 
of  this  House. 

Conflicting  schedules  and  short  notice  prevent  Dr.  Mazzarelli's 
attendance  as  president  of  the  International  Chiropractors  Associa- 
tion. He  asked  me  to  express  his  regrets  and  to  assure  the  committee 
that  the  International  Chiropractors  Association  concurs  with  the 
American  Chiropractic  Association  in  this  statement. 

H.R.  1644  would  delete  a  present  statutory  mandate  that  routinely 
subjects  medicare  beneficiaries  to  a  dangerous  possibility  of  over- 
radiation.  The  Social  Security  Act  requires  that  a  medicare  patient 
may  be  reimbursed  for  chiropractic  health  service  only  when  an 
X-ray  establishes  the  existence  of  a  subluxation.  Furthermore,  no 
Federal  reimbursement  is  allowed  to  the  medicare  patient  for  such 
mandated  X-rav,  a  discrimination  against  chiropractic  patients. 

It  is  virtually  universally  accepted  that  unnecessary  radiation 
should  be  scrupulously  avoided  as  being  potentially  harmful.  In  a 
report  of  February  9.  1978,  on  this  very  subject,  the  General  Ac- 
counting Office  advised  this  committee  as  follows: 

There  is  a  general  consensus  that  an  X-ray  should  not  be  used  for  admin- 
istrative purposes  unless  there  is  an  accompanying  medical  benefit  to  the  pa- 
tient. This  consensus  appears  in  conflict  with  medicare  legislation  *  *  *.  Since 
the  X-ray  serves  no  medical  benefit  in  certain  instances,  the  patient  is  un- 
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necessarily  exposed  to  hazardous  radiation  solely  to  fulfill  an  administrative 
requirement  *  *  * 

Finally,  it  appears  that  the  X-ray  requirement  may  be  playing  a  relatively 
minor  role  in  controlling  program  costs. 

Mr.  Chairman,  in  view  of  the  shortage  of  time,  I  will  skip  to 
page  3  of  my  prepared  statement. 

The  principal  effects  of  H.R.  1644  would  be  threefold: 

One:  Safer  health  care  for  medicare  beneficiaries  by  eliminating 
required  X-rays  when  they  are  clinically  unnecessary  or  harmful : 

Two :  Better  health  care  for  medicare  patients  through  reimburbe- 
ment  for  physical  examinations  and  laboratory  tests  and  for  neces- 
sary X-rays;  and 

Three:  Equity  and  nondiscriminatory  treatment  for  medicare 
beneficiaries. 

We  also  wish  to  respond  to  the  outrageous  testimony  given  Mon- 
day by  Mr.  Robert  Derzon  of  HEW  in  opposing  H.R.  1644  and  in 
urging  elimination  of  chiropractic  benefits  from  medicare.  This  is 
typical  of  HEW's  institutionalized  bias  and  discrimination  against 
chiropractic  patients. 

Under  specific  congressional  authorization,  chiropractic  care,  has 
been  used  by  many  thousands  of  medicare  beneficiaries  for  years,  but 
there  is  not  a  single  comment  by  HEW  about  this  real  life  experi- 
ence. HEW's  testimony  is  characteristically  contemptuous  of  the 
American  people's  judgment  on  the  value  of  chiropractic  health  care. 

We  charge  HEW  with  inexcusable  professional  misrepresentation. 

HEW  gives  Congress  no  convincing  scientific  evidence  for  its 
anti chiropractic  diatribe,  only  another  example  of  bureaucratic 
bungling  and  blindness. 

HEW  gives  you  no  current  or  reliable  data,  only  outdated  his- 
torical and  long-since  discredited  allegations  which  Congress  has 
consistently  rejected. 

HEW  conceals  from  you  the  clinical  findings  and  facts  about  the 
proven  benefits  of  chiropractic  health  care,  and  gives  you  instead 
a  mishmash  of  misconceptions  and  untruths. 

HEW  tells  you  phony  tales  that  chiropractic  care  will  harmfully 
deprive  people  of  other  necessary  health  care,  but  fails  to  tell  you 
that  over  the  years  most  chiropractic  patients  turn  to  chiropractors 
as  a  last  resort  only  when  they  found  no  satisfaction  from  other 
health  care  providers. 

Stated  bluntly,  HEW's  testimony  spits  in  the  face  of  Congress' 
clear  and  repeated  intention  on  chiropractic.  HEW  has  simply  re- 
fused to  reconcile  itself  to  Congress's  constitutional  prerogatives 
and  to  its  wisdom  in  rejecting  HEW's  views  on  chiropractic. 

The  American  people,  the  legislatures  of  all  50  States  and  the 
Congress  have  been  consistently  right  in  rejecting  HEW's  prejudiced 
and  unwise  views  on  chiropractic. 

We  respectfully  urge  this  committee  to  approve  H.R.  1644  in  its 
present  form  as  being  in  the  public  interest. 

Mr.  Chairman,  we  would  appreciate  having  our  entire  statement 
placed  in  the  record. 

Mr.  Rostenkowski.  Without  objection,  your  entire  statement  will 
be  included  in  the  record. 
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[The  prepared  statement  follows:] 

Statement  of  the  American  Chiropractic  Association  and  the  Inter- 
national Chiropractors  Association 

The  nation's  two  national  chiropractic  associations,  the  American  Chiro- 
practic Association  and  the  International  Chiropractors  Association,  jointly 
urge  this  committee  to  report  favorably  on  PI.R.  1644  and  a  series  of  identical 
bills  which  have  been  co-sponsored  by  a  total  of  184  members  of  this  House. 
An  identical  companion  bill,  S.  76,  has  been  co-sponsored  by  37  Senators. 

H.R.  1644  would  delete  a  present  statutory  mandate  that  routinely  sub- 
jects Medicare  beneficiaries  to  a  dangerous  possibility  of  over-radiation,  a 
health  hazard  which  is  not  necessary  either  for  health  reasons  or  for  the 
financial  protection  of  the  program. 

Under  present  law,  section  1861  (r)  of  the  Social  Security  Act  requires  that 
hefore  a  Medicare  patient  may  be  reimbursed  for  chiropractic  health  service, 
an  x-ray  is  required  to  establish  the  existence  of  a  subluxation.  Furthermore, 
no  Federal  reimbursement  is  allowed  to  the  Medicare  patient  for  such  man- 
dated x-ray,  a  discrimination  against  chiropractic  patients  since  the  patients 
of  other  health  care  providers  are  reimbursed  for  x-ray  costs. 

It  is  virtually  universally  accepted  that  unnecessary  radiation  should  be 
scrupulously  avoided  as  being  potentially  harmful.  In  a  GAO  report  of  Feb- 
ruary 9,  1978  on  this  very  subject  of  chiropractic  x-rays,  the  General  Ac- 
counting Office  advised  the  Ways  and  Means  Committee  as  follows: 

"There  is  a  general  consensus  that  an  x-ray  should  not  be  used  for  admin- 
istrative purposes  unless  there  is  an  accompanying  medical  benefit  to  the 
patient.  This  consensus  appears  in  conflict  with  Medicare  legislation  which 
requires  the  x-ray  in  all  cases  as  a  condition  for  the  coverage  of  chiropractic 
services. 

"Since  the  x-ray  serves  no  medical  benefit  in  certain  instances,  the  patient 
is  unnecessarily  exposed  to  hazardous  radiation  solely  to  fulfill  an  administra- 
tive requirement.  The  cost  of  the  x-ray  can  be  an  expensive  burden  to  the 
Medicare  beneficiary  as  wTell. 

"We  also  found  that  the  x-ray  requirement  sometimes  serves  to  deprive  the 
beneficiary  of  Medicare  reimbursement  for  reasons  beyond  his/her  control 
and  unrelated  to  medical  necessity.  Finally,  it  appears  that  the  x-ray  require- 
ment may  be  playing  a  relatively  minor  role  in  controlling  program  costs." 

The  GAO  also  stated: 

"Additionally,  we  reviewed  selected  aspects  of  the  American  Chiropractic 
Association's  Basic  Chiropractic  Procedure  Manual  concerning  the  use  of 
x-rays  as  a  diagnostic  tool.  Based  on  our  discussions  and  our  review  of  the 
manual,  there  is  a  general  consensus  that  an  x-ray  should  only  be  used  when 
medically  necessary." 

The  Bureau  of  Radiological  Health,  FDA,  wrote  to  GAO  that  ".  .  .  the 
Bureau  does  not  believe  that  x-ray  exposure  of  humans  should  ever  be  used 
principally  as  an  administrative  control  for  programmatic  purposes." 

And  the  Office  of  Radiation  Programs.  EPA,  told  GAO  it  objected  to  x-rays 
where  ".  .  .  the  patient  becomes  a  tool  of  administrative  convenience  .  .  ." 
The  GAO  also  reported  that  ".  .  .  the  x-ray  requirement  serves  as  a  disincen- 
tive for  the  beneficiary  to  claim  benefits  under  Medicare  to  which  he/she  is 
otherwise  entitled."  This  defeats  the  basic  purpose  of  Medicare. 

H.  R.  1644  would  meet  GAO  objections  by  avoiding  the  mandatory  require- 
ment for  unnecessary  and  possibly  harmful  radiation,  through  allowing  a 
subluxation  to  be  demonstrated  either  by  x-ray  or  chiropractic  clinical  find- 
ings. It  would  also  meet  GAO's  point  about  disincentives  to  proper  Medicare 
claims  by  authorizing  Federal  reimbursement  for  such  x-rays  as  are  taken. 
Physical  examinations  and  related  routine  laboratory  tests  which  a  chiro- 
practor is  authorized  by  State  law  to  perform  would  better  protect  chiro- 
practic patients  since  they  would  more  readily  enable  chiropractors  to  know 
when  to  refer  patients  to  other  doctors  because  of  ailments  requiring  non- 
chiropractic  care. 

The  principal  effects  of  H.R.  1644  therefore  would  be  threefold: 

I.  Safer  health  care  for  Medicare  beneficiaries  by  eliminating  required  x-rays 
when  they  are  clinically  unnecessary  or  harmful ; 

2.  Better  health  care  for  Medicare  patients  through  reimbursement  for 
physical  examinations  and  laboratory  tests  and  for  necessary  x-rays ;  and 
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3.  Equity  and  non-discriminatory  treatment  for  Medicare  beneficiaries  by 
providing  reimbursement  for  the  same  range  of  chiropractic  services  as  are 
available  to  Federal  employees  under  the  1975  amendment  of  the  Federal 
Employees'  Compensation  Act  as  well  as  to  the  patients  of  other  health  care 
providers  under  Medicare. 

We  wish  to  respond  to  the  outrageous  testimony  given  this  past  Monday  by 
Mr.  Robert  Derzon  of  HEW  in  opposing  H.R.  1644  and  in  gratuitously  urging 
elimination  of  chiropractic  benefits  from  Medicare.  This  is  typical  of  HEW's 
institutionalized  bias  and  reflexive  discrimination  against  chiropractic  pa- 
tients, an  attitude  which  is  totally  oblivous  of  the  real  facts  of  life. 

Under  specific  congressional  authorization,  chiropractic  care  has  been  used 
by  many  thousands  of  Medicare  beneficiaries  for  years — but  there  is  not  a 
single  comment  by  HEW  about  this  real  life  experience.  HEW's  testimony 
is  characteristically  contemptuous  of  the  American  people's  judgment  in  ac- 
cepting the  value  of  chiropractic  health  care,  a  fact  so  obvious  that  even  Mr. 
Derzon's  data  reveals  increasing  public  demand  for  chiropractic  services 
within  Medicare. 

We  charge  HEW  with  inexcusable  professional  misrepresentation. 

HEW  gives  Congress  no  convincing  scientific  evidence  for  its  anti-chiro- 
practic diatribe — only  another  pitiful  example  of  bureaucratic  bungling  and 
blindness. 

HEW  gives  you  no  current  or  reliable  data  to  justify  its  position — only  out- 
dated historical  and  long-since  discredited  allegations  which  Congress  has 
consistently  rejected. 

HEW  conceals  from  you  the  clinical  findings  and  facts  about  the  proven 
benefits  of  chiropractic  health  care — and  gives  you  instead  a  mishmash  of 
misconceptions  and  untruths. 

HEW  tells  you  phony  tales  that  chiropractic  care  will  harmfully  deprive 
people  of  other  necessary  health  care — but  fails  to  tell  you  that  over  the 
years  most  chiropractic  patients  turn  to  chiropractors  as  a  last  resort  only 
when  they  found  no  satisfaction  from  other  health  care  providers.  One  also 
wonders  whether  HEW  is  deliberately  ignoring  or  consciously  concealing  from 
Congress  the  widely  known  and  constantly  growing  chiropractic  practice  of 
referring  to  medical  doctors  patients  whose  condition  requires  non-chiroprac- 
tic treatment. 

Mr.  Berzon's  comments  are  merely  parrot-like  repetition  of  antiquated 
thinking  by  confirmed  chiropractic-haters.  They  are  nothing  but  the  stale  and 
refuted  HEW  objections  which  Congress  knowingly  rejected  when  it  voted  to 
add  chiropractic  benefits  to  Medicare  in  1970.  And  Congress  spoke  again  to 
the  same  effect  in  1975  when  it  specifically  approved  chiropractic  health  care 
under  the  Federal  Employees  Compensation  Act,  a  position  which  the  United 
States  Department  of  Labor  likewise  followed  in  connection  with  the  Long- 
shoremen and  Harbor  Workers'  Compensation  Act. 

Stated  bluntly,  HEW's  testimony  spits  in  the  face  of  Congress's  clear  and 
repeated  intention  on  chiropractic.  HEW  has  simply  refused  to  reconcile  it- 
self to  Congress's  constitutional  prerogatives  and  to  its  wisdom  in  rejecting 
HEWs  views  on  chiropractic.  It's  testimony  also  demonstrates  that  HEW's 
view  is  so  contrary  to  wise  public  policy  and  so  contrary  to  good  sense  that 
it  has  been  rejected  by  at  least  two  of  HEW's  own  key  constituent  agencies : 
(1)  HEW's  vocational  rehabilitation  program  authorizes  chiropractic  health 
care,  and  (2)  the  U.S.  Office  of  Education  formally  recognizes  the  Council 
on  Chiropractic  Education  as  the  official  accrediting  agency  for  chiropractic 
education  in  the  United  States. 

With  all  due  respect  to  Mr.  Derzon,  HEW's  testimony  represents  both  the 
high  water  mark  and  the  last  desperate  gasp  of  a  bitter  anti-chiropractic 
emotional  binge  which  has  long  since  been  brushed  aside  by  the  American 
people  and  the  Congress  as  contrary  to  the  public's  best  interest.  We  respect- 
fully suggest  that  Congress  recognize  HEW's  testimony  for  what  it  really 
is,  bureaucratic  intransigency  in  defense  of  a  professional  "public-be-damned" 
attitude. 

The  kind  of  irresponsible  nonsense  represented  by  HEW's  testimony  is 
further  illustrated  by  HEW's  inconsistency  and  error  in  estimating  the  cost 
of  H.R.  1644.  In  1976,  HEW  wrote  to  Congressman  Corman,  a  member  of  this 
Subcommittee,  that  the  annual  cost  of  the  predecessor  bill  of  H.R.  1644  would 
be  $45  million.  Now  Mr.  Derzon's  testimony  says  it  is  $24  million.  As  we  have 
already  advised  this  Committee,  chiropractic's  independent  actuary  estimated 
the  cost  at  $18.1  million. 
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We  respectfully  suggest  that  HEW's  views  as  to  the  value  of  chiropractic 
in  Medicare  and  as  to  H.R.  1644  are  as  untrustworthy  and  unacceptable  as 
its  actuarial  estimates  and  its  pre-1970  anti-chiropractic  testimony.  As  a 
matter  of  public  policy,  the  Congress  on  advice  of  this  Committee  (as  well  as 
other  Committees  of  the  Congress)  has  many  times  rejected  such  anti-chiro- 
practic testimony  as  unworthy — and  we  urge  that  it  do  so  again  in  connec- 
tion with  this  latest  HEW  testimony. 

HEW  has  been  consistently  wrong  about  chiropractic.  And  the  American 
people,  the  legislatures  of  all  50  states  and  the  Congress  have  been  consist- 
ently right  in  rejecting  HEW's  prejudiced  and  unwise  views  on  chiropractic. 

We  respectfully  urge  this  Committee  to  approve  H.R.  1644  in  its  present 
form  as  being  in  the  public  interest. 

For  the  Committee's  convenience,  we  attach  to  our  statement  a  Fact  Sheet 
on  Chiropractic  which  will  provide  background  information. 

Fact  Sheet  on  Chiropractic 

This  Fact  Sheet  briefly  describes  the  position  of  chiropractic  in  the  health- 
care delivery  system  of  the  United  States. 

I.  STATE  LICENSING  AND  AUTHORIZATION 

a.  All  50  States,  plus  the  District  of  Columbia  and  Puerto  Rico,  license  and 
officially  recognize  chiropractic  as  a  health  profession. 

b.  All  50  States  authorize  chiropractic  services  as  part  of  their  workmen's 
compensation  program. 

c.  Over  three-fifths  of  the  states,  representing  some  70%  of  the  nation's 
population,  require  inclusion  of  chiropractic  services  under  all  commercial 
health  and  accident  policies  written  in  those  states. 

d.  The  National  Conference  of  Insurance  Legislators  adopted  a  model  bill 
for  State  health  insurance  programs,  which  defines  "physician"  to  include 
doctor  of  chiropractic. 

II.  FEDERAL  AUTHORIZATION   AND  RECOGNITION 

-A.  For  all  Americans 

a.  Medicare. 

b.  Medicaid. 

c.  Vocational  rehabilitation  program. 

d.  Under  the  Internal  Revenue  Code,  chiropractic  health  care  is  a  "medi- 
cal" deduction. 

B.  Specifically  for  Federal  employees 

a.  In  Federal  employee  health  benefit  programs. 

b.  In  Federal  employee  workmen's  compensation. 

c.  In  leave  approvals  for  civil  service  excuse  of  illness. 

C.  Chiropractic  education 

a.  The  U.S.  Office  of  Education,  HEW,  officially  recognized  a  chiropractic 
accrediting  agency  for  chiropractic  colleges. 

b.  To  obtain  a  diploma  as  a  Doctor  of  Chiropractic,  a  candidate  must  have 
two  years  of  pre-professional  college  education  and  4  years  of  resident  in- 
struction at  a  chiropractic  college. 

c.  In  almost  three-fifths  of  the  States,  candidates  for  a  chiropractic  license 
must  qualify  under  the  same  basic  science  exams  as  required  for  MD's. 

D.  Specifically  for  veterans 

GI  Bill  of  Rights  covers  education  in  chiropractic  colleges. 
M.  JResearch 

As  a  result  of  Congressional  action  and  funding  of  research  in  chiropractic, 
the  National  Institute  on  Neurological  Disease  and  Stroke  held  a  Workshop 
on  "The  Research  Status  of  Spinal  Manipulative  Therapy,"  February  2-4, 
1975,  opened  by  Dr.  Donald  B.  Tower,  Director  of  NINDS,  and  directed  by 
Dr.  Murray  Goldstein,  Director,  Extramural  Programs  and  Associate  Di- 
rector of  NINDS.  Papers  were  read  by  leading  MD's,  DO's,  DCs  and  Ph.D's. 
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F.  Miscellaneous 

a.  Under  the  immigration  law,  aliens  are  admitted  as  students  in  order  to 
study  in  chiropractic  colleges. 

b.  Tne  U.S.  Public  Health  Service;  i.  classifies  doctors  of  chiropractic 
among  "medical  specialists  and  practitioners,"  and  ii.  includes  DCs  in  its 
Health  Manpower  Source  Book. 

III.  PRIVATE  SECTOR 

a.  Virtually  all  major  commercial  health  insurance  carriers  include  chiro- 
practic in  their  private  policies. 

b.  Major  industrial  employers,  such  as  General  Motors,  have  included  chiro- 
practic in  the  health  plan  for  all  their  own  employees. 

_  c.  Substantial  numbers  of  major  international,  national  and  local  unions 
include  chiropractic  in  their  own  health  and  welfare  plans  (including  the 
railroads  and  rubber  unions,  for  example). 

Mr.  Rostenkowski.  I  am  interested  in  the  range  of  your  practice 
with  respect  to  the  types  of  conditions  you  treat.  For  example,  are 
there  any  chiropractors  who. would  treat  severe  burn  patients  or 
appendicitis  patients  ? 

Dr.  Parrot.  No.  Mr.  Chairman,  we  have  been  taught  to  make  re- 
ferrals to  other  health  providers,  in  cases  that  are  not  indicated  as 
chiropractic  patients. 

Mr.  Rostenkowski.  How  often  do  you  normally  take  X-rays  and 
what  is  the  frequency  of  X-rays  required  by  the  medicare  people  ? 

Dr.  Parrot.  The  frequency  of  the  X-rays  required  by  medicare 
program  is  about  every  other  year  at  the  present  time.  Some  States 
have  required,  some  areas  have  required,  even  more  frequency.  But 
.might  I  state  this,  sir:  The  main  thing  is,  before  we  can  accept  a 
patient,  a  medicare  patient,  it  says  we  must  first  X-ray. 

Mr.  Rostenkowski,  Would  the  X-rays  be  taken  that  often  without 
the  medicare  requirement? 

Dr.  Parrot.  Under  this  particular  bill,  it  would  not  be  mandatory ; 
it  would  be  taken  only  if  necessary,  but  it  would  not  be  mandatory 
fas  it  is  at  the  present  time. 

Mr.  Rostenkowski.  Ms.  Keys. 

Ms,  Keys.  Mr.  Chairman,  pursuing  your  line  of  questioning,  as  I 
understand  it,  a  patient  may  have  had  an  X-ray  3  or  4  months  be- 
fore they  happen  to  have  a  birthday  which  put  them  into  the  eligi- 
bility range  for  medicare,  and  yet  still,  under  the  present  require- 
ment a  that  person  would  be  forced  to  have  another  X-ray,  be  sub- 
jected to  that  kind  of  unnecessary  treatment;  also,  medicare  would 
not  pav  for  it,  is  that  right? 

Dr.  Parrot.  That  is  correct;  you  are  correct,  absolutely. 

Ms.  Keys.  I  know  a  good  many  of  my  own  constituents  are  in- 
terested in  this  program.  I  do  support  the  bill  1644,  whatever  num- 
ber it  is. 

I  was  very  stunned  with  the  testimony  from  the  administration 
yesterday.  I  am  curious  if  you  have  any  inside  information  as  to 
why  this  happened?  Were  you  expecting  that  kind  of  testimony 
from  HEW,  to  cut  chiropractic  services  completely  out  of  the  medi- 
care program  ? 

Dr.  Parrot.  Xo;  we  were  not.  We  were  equally  stunned,  I  might 
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Ms.  Keys.  Are  not  chiropractic  schools  accredited  by  HEW,  by 
the  accreditation  program,  and  have  they  not  worked  very  hard  to 
meet  the  requirements  and  be  fully  accredited  to  perform  services 
that  are  recognized  as  chiropractic  services  by  HEW? 

Dr.  Parrot.  That  is  correct. 

The  U.S.  Office  of  Education  has  fully  recognized  our  accrediting 
agency,  that  is  right. 

Ms.  Keys.  Thank  you  very  much. 

Mr.  Kostenkowski.  Thank  you,  gentlemen. 

Dr.  Parrot.  Thank  you  very  much,  and  thank  you  again  for  re- 
arranging our  time.  We  appreciate  it. 

Mr.  Rostenkowski.  Dr.  Spivey,  Dr.  Trimber,  Mrs.  McGarry,  wel- 
come to  the  subcommittee. 

We  will  work  in  the  form  of  a  panel.  If  you  would,  first  identify 
yourselves  individually  and  then  we  will  proceed  into  the  testi- 
mony, allotting  each  of  you  10  minutes. 

Dr.  Spivey,  if  you  might  begin  the  testimony,  then  we  will  go  to 
Dr.  Trimber  and  then  to  Mrs.  McGarry. 

STATEMENT   OP  BRUCE   E.    SPIVEY,   M.D.,   EXECUTIVE  VICE 
PRESIDENT,  AMERICAN  ACADEMY  OP  OPHTHALMOLOGY 

Dr.  Spivey.  My  name  is  Bruce  Spivey,  I  am  a  practicing  ophthal- 
mologist in  San  Francisco,  and  the  executive  vice  president  of  the 
American  Academy  of  Ophthalmology. 

Mr.  Kostenkowski.  Continue. 

Dr.  Spivey.  With  8,500  board-certified  ophthalmologists,  it  is  a 
scientific  and  educational  organization,  which  is  the  largest  repre- 
senting ophthalmology  in  this  country.  My  interest  in  speaking  be- 
fore this  committee  today  is  in  regard  to  the  suggested  legislation 
to  expand  reimbursement  policies  to  aphakic  patients  under  part  B 
of  medicare. 

A  cataract,  which  may  occur  from  a  variety  of  causes,  is  the 
clouding  of  a  normal  lens  inside  the  eye.  A  cataract  may  occur  at 
any  time  in  life,  even  at  birth,  but  it  is  far  more  common  in  older 
people. 

After  the  cataract  has  progressed  and  vision  is  reduced  to  where 
a  person  is  unable  to  function  normally,  for  many  cataract  surgery 
is  indicated.  This  may  be  performed  in  a  variety  of  sufrgical  pro- 
cedures. 

Following  this  the  patient  is  termed  aphakic,  or  in  the  state  of 
aphakia  :  that  is,  without  a  lens.  These  eyes  are  more  prone  to  cer- 
tain pathologic  conditions,  such  as  glaucoma  and  retinal  detachment. 

The  optical  correction  of  aphakia  is  by  spectacle  lenses,  contact 
lenses,  or  intraocular  lenses,  usually  in  conjunction  with  glasses. 
Reimbursement  for  spectacles  and  contact  lenses  is  already  autho- 
rized under  medicare,  as  is  the  surgical  procedure  of  lens  implanta- 
tion when  performed  by  a  qualified  ophthalmologist.  Determination 
of  the  refractive  state  of  the  eye  remains  excluded  from  reimburse- 
ment, even  if  done  by  ophthalmologists. 

Optometrists  are  qualified  to  determine  the  refractive  state  of  the 
eye,  This  proposed  amendment,  however,  extends  the  role  of  optome- 
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trists  into  an  area  of  medicine  where  they  are  not  qualified  by  train- 
ing or  experience. 

We  believe  Mr.  Kobert  Derzon  of  the  Health  Care  Financing  Ad- 
ministration clearly  recognizes  that  reimbursement  of  optometric 
services  is  inappropriate,  and  it  is  HEW's  current  opinion  "that  the 
medicare  program  should  provide  reimbursement  only  for  services 
which  medically  help  beneficiaries."  This  is  testimony  of  Mr.  Robert 
Derzon,  June  19,  1978,  page  3. 

In  summary,  Mr.  Chairman,  patients  who  have  had  cataract  sur- 
gery and  are  aphakic  require  medical  treatment.  The  incidence  of 
ocular  disease  and  pathology  is  such  that  those  patients  require 
treatment  by  physicians.  The  optometrist  lacks  the  medical  education 
nml  clinical  training  to  safely  and  effectively  provide  such  treatment. 

It  is  the  recommendation  of  the  American  Academy  of  Ophthal- 
mology that  it  would  be  inappropriate  to  further  extend  medicare 
reimbursement  coverage  for  services  by  optometrists. 

Thank  you  very  much,  Mr.  Chairman. 

I  would  be  pleased  to  answer  any  questions. 

[The  prepared  statement  follows:] 

Statement  of  Bruce  E.  Spivey,  MD.,    Executive  Vice  President,  American 
Academy  of  Ophthalmology 

Mr.  Chairman,  members  of  the  subcommittee,  thank  you  for  this  opportu- 
nity to  appear  and  testify  on  behalf  of  the  American  Academy  of  Ophthal- 
mology. Our  specific  interest  today  concerns  legislation  now  pending  before 
your  Subcommittee  to  expand  Medicare  reimbursement  policies  for  aphakic 
patients. 

The  American  Academy  of  Ophthalmology  is  comprised  of  8,500  physicians 
-who  have  achieved  board-certification  in  the  specialty  of  ophthalmology. 
Founded  in  1896,  it  is  the  largest  organization  representing  ophthalmology 
in  the  United  States. 

The  Academy  is  a  scientific  and  educational  organization  whose  goal  is  to 
provide  basic  and  continuing  education  in  the  medical  specialty  of  ophthal- 
mology. Academy  members  are  dedicated  to  the  prevention,  diagnosis,  and 
treatment  of  disorders  affecting  the  eye,  and  to  providing  the  highest  quality 
•of  eye  care  for  all  citizens  of  the  United  States. 

The  suggestion  that  services  by  optometrists  to  aphakic  patients  be  made 
reimbursable  under  Medicare  has  been  reviewed  extensively  by  the  Executive 
Committee  of  the  American  Academy  of  Ophthalmology. 

We  strongly  disagree  with  that  suggestion  and  oppose  the  legislation  that 
would  amend  Part  B  statutes  to  authorize  reimbursement.  The  legislation 
before  this  Subcommittee  speaks  of  "the  treatment  of  aphakia."  The  optical 
treatment  of  aphakia  is  by  spectacles,  contact  or  implant  lenses.  Reimburse- 
ment for  spectacles  and  contact  lenses  is  already  authorized  under  Medicare, 
as  is  the  surgical  procedure  of  lens  implantation  when  performed  by  a  quali- 
fied ophthalmologist.  Determination  of  the  refractive  state  of  the  eye  remains 
•excluded  from  reimbursement,  even  for  ophthalmologists. 

Optometrists  are  qualified  to  determine  the  refractive  state  of  the  eye.  This 
proposed  amendment,  however,  extends  the  role  of  optometrists  into  an  area 
-of  medicine  where  they  are  not  qualified  by  training  or  experience. 

We  believe  Robert  Derzon  of  the  Health  Care  Financing  Administration 
clearly  recognizes  that  reimbursement  of  optometric  services  is  inappropriate, 
and  U  is  HEW's  current  opinion  "that  the  Medicare  program  should  provide 
reimbursement  only  for  services  which  medically  help  beneficiaries."  (Testi- 
mony of  Mr.  Robert  Derzon,  June  19,  1978,  Page  3,  emphasis  added.) 

In  summary,  Mr.  Chairman,  patients  who  have  had  cataract  surgery  and 
are  aphakic  require  medical  treatment.  The  incidence  of  ocular  disease  and 
pathology  is  such  that  those  patients  require  treatment  by  physicians.  The 
•optometrist  lacks  the  medical  education  and  clinical  training  to  safely  and 
■effectively  provide  such  treatment. 
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It  is  the  recommendation  of  the  American  Academy  of  Ophthalmology  that 
it  would  be  inappropriate  to  further  extend  Medicare  reimbursement  coverage 
for  services  by  optometrists. 

Mr.  Rostenkowski.  Dr.  Trimber. 

STATEMENT  OP  GEORGE  P.  SANTOS,  M.D.,  CHAIRMAN,  COUNCIL  ON 
LEGISLATIVE,  LEGAL,  AND  REGULATORY  APPAIRS,  AMERICAN 
ASSOCIATION  OP  OPHTHALMOLOGY,  PRESENTED  BY  CONNELL  J. 
TRIMBER,  M.D. 

Dr.  Trimber.  Honorable  chairman  and  members  of  the  subcommit- 
tee, I  am  Connell  Trimber,  a  practicing  ophthalmologist  in  Alex- 
andria, Va.  I  am  substituting  for  George  P.  Santos,  M.D.  who  is 
currently  serving  as  chairman  of  the  American  Association  of  Oph- 
thalmology's Council  on  Legislative,  Legal,  and  Regulatory  Affairs. 
I  now  read  his  testimony : 

I  am  pleased  to  present  the  views  of  the  American  Association  of  Ophthal- 
mology concerning  H.R.  2778. 

As  we  read  the  bill,  the  wording  and  intent  of  that  proposal  is  to  permit 
the  medicare  administration  to  reimburse  the  services  of  optometrists  related 
to  the  fitting  and  furnishing  of  aphakic  lenses,  being  spectacle  and  contact 
lenses,  to  persons  who  have  had  cataract  surgery-  If  this  interpretation  is 
correct  and  the  optometrists  are  not  permitted  to  implant  intraocular  lenses 
or  to  be  reimbursed  therefore,  we  have  no  quarrel  and  are  not  here  to  oppose 
the  enactment  of  H.R.  2778. 

Many  times  in  my  practice  and  in  the  practice  of  most  ophthalmologists 
known  to  me,  optometrists  refer  patients  for  cataract  surgery  when  they  de- 
tect such  a  condition  to  be  present.  In  every  case  of  such  referral  to  me, 
after  surgery  I  have  returned  the  patient  to  the  referring  optometrist  so  that 
an  aphakic  lens  may  be  provided  by  him  to  his  original  patient. 

In  the  State  of  Massachusetts,  and  under  the  law  of  all  States  with  which 
I  am  acquainted,  optometrists  are  licensed  to  perform  such  a  service.  When  a 
cataract  is  removed  surgically,  a  condition  is  created  known  as  aphakia  and 
with  it  a  very  large  optical  error  which  is  corrected  in  one  of  three  ways  : 
By  a  glass  worn  in  front  of  the  eye  (a  spectacle),  an  appliance  worn  on  the 
surface  of  the  eye  (a  contact  lens),  or  an  implant  put  into  the  eye  (an  intra- 
ocular lens)  by  the  surgeon  at  the  time  that  the  cataract  is  surgically  re- 
moved. 

Optical  correction  can  begin  a  day  or  two  after  surgery,  if  necessary,  with 
temporary  eyeglasses.  The  permanent  prescription  is  not  given  until  2,  3,  or 
more  months  after  surgery.  Soft  contact  lenses  may  be  prescribed  early  in 
the  postoperative  period  where  medically  indicated.  Optometrists  can  provide 
spectacles  or  contact  lenses  following  surgery,  but  not  intraocular  implants, 
as  they  require  placement  in  the  eye  at  the  time  of  the  surgical  removal  of 
the  cataract.  No  optometrist  is  authorized  to  perform  surgery. 

Accordingly,  if  this  amendment  is  intended  to  authorize  optometrists  to 
dispense  and  be  reimbursed  for  dispensing  spectacle  and  contact  lenses  not 
implanted,  we  have  no  objections  to  its  enactment.  If  "treatment"  as  used  in 
this  amendment  is  to  cover  other  eye  services  nonmedically  indicated,  being 
exercises,  rehabilitation,  low  vision  aids,  microscopic,  telescopic,  and  other 
similar  devices,  then  this  subcommittee  should  consider  the  costs  involved 
as  such  costs  may  be  substantial. 

My  real  purpose  in  appearing  here  today,  in  addition  to  stating  that  we 
have  no  objection  to  the  enactment  of  H.R.  2778  as  we  interpret  it.  is  to 
advise  this  subcommittee  not  to  provide  reimbursement  for  optometrists  or 
any  class  of  providers  who  are  not  prepared  educationally  or  professionally 
to  provide  such  services. 

For  the  past  6  to  8  years,  optometry  and  ophthalmology  have  had  con- 
frontations before  State  legislatures  on  occasions  where  optometry  has  sought 
to  have  their  license  broadened  to  permit  them  to  use  drugs  for  detection  of 
certain  eye  diseases.  They  have  also  sought  enlargement  of  their  license  to 
be  permitted  to  use  drugs  for  treatment  of  the  eye  diseases,  succeeding  in  16 
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States  in  obtaining  the  use  of  drugs  for  detection,  and  only  in  2  of  these 
States  for  treatment  purposes. 

It  has  been  the  contention  of  ophthalmologists  and  medicine  in  general 
that  optometrists  should  not  utilize  legend  drugs,  which  in  many  cases  can 
and  do  produce  dangerous  side  effects  which  require  the  presence  of  a  physi- 
cian for  antidotal  treatment-  As  State  definitions  in  such  legislation  vary, 
the  word  "treatment"  should  be  clearly  defined  to  avoid  variations  in  its  use 
from  State  to  State. 

The  American  Association  of  Ophthalmology,  through  its  house  of  dele- 
gates, has  developed  an  official  position  respecting  any  national  health  insur- 
ance proposals  that  may  come  before  the  U.S.  Congress.  A  copy  of  that  posi- 
tion is  attached  and  is  marked  exhibit  A. 

In  brief,  the  association  does  not  oppose  circumscribed  Federal  health  pro- 
grams because  it  agrees  that  certain  segments  of  America's  society  need  med- 
ical attention  that  is  not  available  to  them  now.  About  55  percent  of  the 
population  wear  eyeglasses  or  use  contact  lenses,  which  are  easily  affordable 
and  available  to  most  of  our  population. 

It  is  our  contention  that  eyeglasses  should  not  be  one  of  the  prescribed 
benefits  nor  should  refractions  by  either  optometrists  or  ophthalmologists  be 
included  as  benefits  in  any  national  health  insurance  program  which  is  en- 
acted in  the  near  future,  because  there  are  more  pressing  medical  problems 
to  be  solved  which  involve  the  expenditure  of  large  sums  of  money,  which 
many  of  our  population  cannot  afford.  For  the  relatively  few  who  need  Fed- 
eral assistance,  special  legislation  for  them  is  indicated,  such  as  through 
medicaid-type  legislation. 

We  believe,  if  the  Federal  Government  enacts  national  health  insurance,  it 
should  set  up  priorities  and  include  only  those  benefits  which  are  most  needed 
for  the  population  generally,  such  as  catastrophic  health  coverage.  To  include 
all  health  benefits  for  all  our  citizens  from  the  cradle  to  the  grave  poses  an 
almost  insurmountable  funding  program. 

On  page  4,  paragraph  8  of  the  professional  staff  "Discussion  of  Medicare 
Issues"  of  this  subcommittee,  it  is  stated  that  it  has  been  suggested  by  others 
that  the  services  of  optometrists  related  to  the  treatment  of  both  aphakia  and 
cataract  be  covered.  But  I  would  like  to  call  attention  to  the  fact  that  the 
Health,  Education,  and  Welfare  Department's  recommendation,  which  haa 
been  omitted  in  the  report,  states  that  the  Department  believes,  for  the  rea- 
sons below,  that  it  would  be  inappropriate  to  extend  part  B  reimbursement 
coverage  to  include  services  to  the  cataract  patients  prior  to  surgery  when 
provided  by  optometrists. 

I  thank  the  subcommittee  for  offering  me  the  opportunity  to  present  this 
statement  on  behalf  of  the  American  Association  of  Ophthalmology. 

[Attachment  to  the  prepared  statement  follows:] 

[Exhibit  A] 

Eye  Care  in  a  National  Health  Program 

official  position  of  eye  physicians  and  surgeons  represented  by  the 
american  association  of  ophthalmology 

Ophthalmology  is  that  part  of  the  practice  of  medicine  which  comprises 
ALL  aspects  of  care  of  the  eye  and  the  visual  system,  including  the  diagnosis 
of  diseases  and  the  medical  and  surgical  treatment  of  the  eye  and  its  related 
structures.  Since  all  major  legislative  proposals  being  considered  by  Congress 
include  all  medical  and  surgical  services  as  an  eligible  benefit,  the  services 
of  ophthalmologists  will  be  utilized  if  Congress  enacts  additional  national 
health  legislation.  Ophthalmology  is  the  provider  of  all  of  the  specialized 
medical/surgical  eye  care  and  at  least  essentially  50%  of  the  refractive  eye 
Services  received  by  the  citizens  of  the  United  States. 

The  American  Association  of  Ophthalmology  membership  is  aware  that  im- 
provements are  needed  in  care  and  financing  of  care  in  underserved  areas 
(which  include  the  inner  city,  some  remote  rural  areas),  and  for  certain 
under-privileged  population  groups.  The  Association  also  recognizes  that  pro- 
vision for  expensive  catastrophic  illness  is  necessary.  It  is  also  aware  that 
fiscal  limits  are  dictated  lest  this  nation  err  as  have  other  countries  that 
have  overburdened  their  taxpayers  with  excessive  program  costs.  For  govern- 
ment to  assume  medical  obligations  of  those  portions  of  the  population  well 
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able  themselves  or  with  the  cooperation  of  their  employers  to  afford  or  man- 
age most  aspects  of  their  health  care  could  invite  trouble.  We  recognize  that 
provision  of  eyeglasses  (even  if  cosmetic  or  luxury  frames  were  excluded; 
and  eye  examination  which  leads  to  prescription  of  eyeglasses  (but  without 
medical  diagnosis  and  without  treatment  of  possible  diseases)  as  eligible 
benefits,  would  greatly  increase  the  total  cost  of  the  program. 

It  is  our  conservative  estimate  the  annual  cost  to  any  National  Health 
Program  of  providing  full  coverage  of  all  examinations  and  optical  materials 
(eyeglasses  and  contact  lenses)  for  visual  corrective  purposes  would  be  be- 
tween 3  and  4  billion  dollars.  If  utilization  increases,  as  would  almost  in- 
evitably occur,  then  this  figure  could  easily  double.1 

If  the  Congress,  in  its  wisdom,  were  to  include  the  aforementioned  optical 
benefits  in  a  National  Health  Program,  then  other  existing  mechanisms  in 
the  private  sector  might  be  utilized  in  a  fiscally  sensible  manner.  Existing 
pre-paid  or  insured  health  plans  now  are  providing  these  services  and  mate- 
rials through  open  panels  of  ophthalmologists  and  opticians  cooperating  with 
insurance  companies  and  health  and  welfare  trusts.3  It  is  conceivable  that 
similar  fiscally  sound  options  or  riders  could  be  developed  as  a  supplement  to 
a  National  Health  Program,  thus  avoiding  overburdening  the  government's 
program  costs  and  its  ability  to  deliver  promised  services. 

As  an  integral  part  of  medicine  ophthalmologists  support  the  concept  of 
legislation  proposed  by  the  American  Medical  Association  with  respect  to 
elements  which  federalize  Medicaid,  and  make  available  variable  tax  allow- 
ances toward  the  purchase  of  health  insurance  depending  on  the  taxpayer's 
taxable  income,  and  offer  catastrophic  insurance  to  all. 

Ms.  Keys.  Mrs.  McGarry. 

STATEMENT  OF  BARBARA  D.  MeGARRY,  GOVERNMENTAL  RELA- 
TIONS OFFICE,  AMERICAN  FOUNDATION  FOR  THE  BLIND;  ALSO 
ON  BEHALF  OF  AMERICAN  ASSOCIATION  OF  WORKERS  FOR  THE 
BLIND,  BLINDED  VETERANS  ASSOCIATION,  AND  AMERICAN 
COUNCIL  OF  THE  BLIND 

Mrs.  McGarry.  For  the  record,  I  am  Mrs.  Barbara  D.  McGarry, 
specialist  in  government  relations  for  the  American  Foundation  of 
the  Blind,  and  because  I  am  representing  this  morning  four  organi- 
zations, representing  the  majority  of  the  blind  and  visually  handi- 
capped persons  in  the  United  States,  I  would  like  permission  to 
read  this  very  short  statement  and  then  answer  any  questions  you 
may  have, 

Ms.  Keys.  We  would  be  delighted. 

Mrs.  McGarry.  The  American  Association  of  Workers,  for  the 
Blind,  American  Council  of  the  Blind,  American  Foundation  for 
the  Blind,  and  Blinded  Veterans  Association  join  in  advocating  the 
provisions  of  low-vision  services  for  the  legally  blind  under  the 
medicare  program. 

The  special  provisions  we  are  recommending  would  include  cover- 
age for  a  detailed  ophthalmological  examination,  an  optometric  low- 
vision  examination,  the  low-vision  aid  prescribed,  and  specialized 
training  of  the  patient  by  a  low-vision  aid  therapist  in  the  use  of 
the  prescribed  aid. 

That  is  a  summary  of  our  recommendations. 

1  Based  on  figures  extrapolated  from  Trapnell  Report  of  1976  which  was  based  on 
data  on  fees  and  materials  collected  in  1975.  ,„_„..        ,  e 

2  As  in  plans  such  as  Medical  Eye  Services  of  America  (MESA)  and  its  affiliates. 
Adopted  by  the  AAO  Board  of  Trustees  and  ratified  by  the  House  of  Delegates. 


229 


On  behalf  of  the  above-named  organizations,  I  appreciate  this 
opportunity  to  advocate  limited  improvement  in  present  medicare 
coverage,  of  particular  assistance  to  legally  blind  citizens, 

In  discussing  the  need  for  low-vision  services  by  the  legally  blind, 
I  am  representing  four  national  organizations  in  the  field  of  serv- 
ices to  blind  and  several  visually  impaired  persons.  As  you  know, 
severely  visually  impaired  is  generally  accepted  to  mean  inability 
to  read  ordinary  newsprint  even  with  the  aid  of  the  best  corrective 
lens  generally  available. 

The  American  Association  of  Workers  for  the  Blind  is  the  na- 
tional membership  organization  of  professional  workers  serving 
blind  persons;  the  American  Council  of  the  Blind  is  the  national 
membership  organization  primarily  of  blind  persons,  with  51  State 
affiliates;  the  American  Foundation  for  the  Blind  is  the  national 
voluntary  research  and  consultant  agency  in  services  to  blind  per- 
sons of  all  ages,  and  the  Blinded  Veterans  Association  is  the  con- 
gressionally  chartered  membership  organization  of  the  Nation's  war- 
blinded,  with  a  total  membership  in  the  latter  group  of  about  7,000. 

Since  its  establishment  in  1921,  the  American  Foundation  for  the 
Blind  has  emphasized  that  blindness  is  a  national  concern,  and  has 
offered  nationwide  information  and  referral  services,  including  a 
wide  variety  of  publications  dealing  with  blindness  and  visual  im- 
pairment. During  AFB's  half-century  of  service,  research  has  estab- 
lished that  approximately  80  percent  of  those  persons  termed  legally 
blind  have,  in  fact,  a  residual  amount  of  useful  vision  which  can  be 
maximized  through  the  use  of  a  prescribed  low-vision  aid,  after 
adequate,  training. 

As  this  subcommittee  is  well  aware,  legal  blindness  is  defined  in 
section  216  (i)  (1)  of  the  Social  Security  Act  as  "central  visual  acuity 
of  20/200  or  less  in  the  better  eye  with  the  use  of  correcting  lens," 
or  a  contraction  in  the  field  of  vision  to  20°  or  less  in  the  better  eye 
if  central  visual  acuity  is  better  than  20/200. 

According  to  the  National  Society  for  the  Prevention  of  Blind- 
ness, the  overall  rate  of  legal  blindness  is  2.25  per  1.000  of  popula- 
tion, regardless  of  age.  While  Ave  know  that  visual  impairment  is 
usually  an  unwelcome  accompaniment  to  the  aging  process,  there 
are  no  available  statistics  from  the  Social  Security  Administration 
as  to  what  percentage  of  the  medicare-eligible  population  comes 
within  the  definition  of  legal  blindness.  However,  the  Social  Se- 
curity Administration  confirms  that  there  are  currently  117,000 
legally  blind  disability  insurance  beneficiaries  under  age  65  who, 
after  2  years  on  the  disability  insurance  rolls,  are  entitled  to  medi- 
care benefits. 

In  concentrating  on  the  most  effective  assistance  to  the  legally 
blind,  specialists  from  various  professions  have  developed  a  wide 
variety  of  optical  lens  systems,  by  means  of  which  legally  blind 
persons  can  apply  their  residual  vision  toward  limited  amounts  of 
reading  and  other  activities  not  previously  considered  possible. 

A  low  vision  aid  is  customarily  defined  as  "any  lens  or  device 
used  to  aid  or  improve  visual  function  in  a  person  whose  vision 
cannot  be  normalized  by  conventional  spectacle  correction."  As  a 
result  of  low  vision  aids,  some  legally  blind  adults  who  had  been 
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educated  in  schools  for  the  blind  as  braille  readers  are  now  able  to 
read  by  sight,  instead  of  by  touch. 

The  low  vision  aid  therapist,  or  auxiliary  as  he  is  sometimes 
known,  is  a  relatively  new  member  of  the  allied  health  team.  Once 
a  low  vision  aid  has  been  prescribed,  the  therapist  trains  the  patient 
in  its  use.  Because  such  aids  may  include  contact  lenses,  telescopic 
lenses,  microscopic  lenses,  clip-on  lenses,  jeweler's  loupes,  hand-held 
magnifiers,  stand  magnifiers,  or  hand-held  telescopes,  the  patient 
must  learn  to  cope  with  an  entirely  new  approach  to  maximizing 
his  remaining  vision. 

Unlike  conventional  lenses,  the  patient  does  not  use  the  low  vision 
aid  in  a  comfortable  manner  immediately.  The  therapist  must  work 
with  the  patient  in  coping  with  the  frustration  of  learning  to  read 
all  over  again,  ill  a  unique  visual  environment  of  magnification. 
This  training  should  continue  until  the  patient  demonstrates  pro- 
ficiency with  the  aid  in  the  clinic  and,  consequently,  outside  the 
clinic,  in  his  world  regained. 

As  borne  out  in  a  1973  study  conducted  at  the  University  of  Ala- 
bama, a  clinic-based  team  approach — and  I  want  to  reemphasize 
later,  a  clinic-based  team  approach — to  providing  low  vision  services 
has  been  shown  to  be  uniquely  effective.  Because  there  was  reference 
in  today's  testimony,  to  the  testimony  presented  before  }'our  sub- 
committee on  June  19,  both  by  Blue  Cross  and  Blue  Shield,  and  by 
Mr.  Derzon,  I  would  like  to  refer  to  a  previous  report,  that  of  the 
University  of  Alabama,  of  which  the  administration  is  apparently 
unaware,  as  well  as  IIEW's  report. 

It  is  this  HEW  report  to  Congressman  dated  under  Public  Law 
94-182,  giving  a  very  objective  opinion  from  an  expert  panel  con- 
sisting of  three  ophthalmologists,  one  of  which  is  the  chairman  of 
the  Department  of  Ophthalmology  at  the  University  of  Kansas 
Medical  School;  three  ophthalmologists,  three  optometrists,  and  two 
from  the  public  sector,  one  of  which  represents  the  American 
Foundation  for  the  Blind. 

Under  this  July  1976  HEW  Report,  the  team  approach  of  both 
ophthalmologists  and  optometrists  has  been  stressed  over  and  over 
again  as  contributing  to  the  best  interests  of  why  we  are  here  today, 
that  is  testifying  in  the  interest  of  blind  persons. 

Through  this  team  approach  services  are  provided,  on  what  has 
proved  to  be  the  most  cost-effective  basis,  through  community  clinics 
or  centers  operated  by  hospitals,  universities,  schools  of  optometry, 
or  private  nonprofit  community  agencies  for  the  blind.  As  one  ex- 
ample, the  Chicago  area  offers  such  a  combination  of  facilities 
through  the  Chicago  Medical  Center,  the  Illinois  College  of  Optom- 
etry, the  Illinois  Visually  Handicapped  Institute,  and  the  Nation's 
third  largest  concentration  of  city-based  municipal  hospitals,  ex- 
ceeded only  by  New  York  City  and  Los  Angeles. 

Throughout  the  United  States,  there  are  at  present  43  cities  which 
have  facilities  offering  comprehensive  low  vision  services,  with  a 
total  of  114  low  vision  clinics.  At  the  local  level,  we  find  so  many 
times  on  a  day-to-day  practice,  the  contributing  services  of  both 
ophthalmologists  and  optometrists  working  together.  The  most  re- 
cent instance  that  has  come  to  my  mind  occurred  no  later  than  last 
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night  in  our  local  Washington  Star  newspaper,  which  offers  free 
tests  for  glaucoma,  provided  at  no  cost  to  the  citizens  of  Montgomery 
County,  Sid.,  beginning  next  month  and  thereafter,  for  the  good  of 
preventing  blindness  in  people  of  all  ages.  This  particular  offer  I 
think  was  restricted  to  persons  over  30. 

Within  the  low  vision  clinic,  services  to  the  patient  should  include 
detailed  ophthalm  ologi cal  examination,  of  course,  and  optometric 
low  vision  examination  for  determining  the  appropriate  optical  and, 
as  mentioned,  the  services  of  a  low  vision  aid  therapist  or  auxiliary 
to  train  the  patient  in  effective  use  of  the  prescribed  aid. 

Through  a  recently  completed  national  survey  conducted  by  AFB 
on  low  vision,  the  average  cost  of  those  combined  professional  serv- 
ices and  the  optical  aid  has  been  shown  to  be  at  most  $200.  In  terms 
of  restoring  self-sufficiency  and  independence  to  the  legally  blind, 
who  comprise  slightly  over  one-five  hundredths  of  our  population, 
the  four  organizations  joining  in  this  statement  are  convinced  that 
such  services  represent  a  sound  investment,  not  only  in  humanitarian 
terms,  but  also  in  effectively  preventing  dependence  and  possible 
institutionalization  of  that  segment  of  our  Nation's  elderly. 

Thank  you  very  much. 

Ms.  Keys.  I  thank  the  members  of  the  panel. 
Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Madam  Chairman. 

I  want  to  thank  the  panel.  It  has  been  a  very  good  one. 

Dr.  Trimber,  did  I  understand  you  to  say  that  the  Secretary  of 
HEW  is  not  recommending  reimbursement  for  optometrists  for  the 
aphakia  patients,  those  who  have  had  cataracts  removed? 

Dr.  Trimber.  Mr.  Chairman,  the  Department's  recommendations, 
which  are  included  in  the  report  to  the  Congress,  was  prepared  by 
the  Health,  Education,  and  Welfare,  which  was  referred  to,  as  re- 
quired by  title  I,  section  109  of  Public  Law  94-182,  states  that  the 
Department  believes  for  the  reasons  below  that  it  would  be  in- 
appropriate to  extend  part  B  reimbursement  coverage  to  include 
services  to  cataract  patients  prior  to  surgery  when  provided  by 
optometrists. 

Mr.  Duncan.  Who  served  on  that  committee? 

Dr.  Trimber.  The  committee  is  the  committee  that  was  just  re- 
ferred to;  it  consisted  of  three  ophthalmologists,  three  optometrists, 
a  Dr.  Fair,  Martus,  and  Obremsky,  ophthalmologists  Gills,  Harley, 
and  Lemorine,  and  medicare  members  Rusk  and  Selder. 

Mr.  Duncan.  Mrs.  Mc Garry,  do  you  or  do  the  members  you  deal 
with,  your  members,  have  difficulty  in  securing  needed  services  from 
the  ophthalmologists  and  optometrists? 

Mrs.  McGarry.  As  I  stated  in  the  statement,  so  many  of  the  low- 
vision  clinics  on  which  our  people  depend  are  open  perhaps  1  or  2 
hours  a  week,  at  most  perhaps  1  day  a  week.  There  is  a  shortage  of 
services  available,  yes,  sir. 

Mr.  Duncan.  I  find  in  my  area  of  Tennessee  that  there  is  some- 
how difficulty  in  getting  appointments  with  ophthalmologists,  par- 
ticularly in  the  rural  areas,  and  actually,  in  my  home  city  of  Knox- 
ville  sometimes  they  do  not  take  new  patients. 
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Would  either  one  of  you  gentlemen  like  to  address  that  problem, 
that  particularly  older  people  have  difficulty  getting  appointments 
to  see  ophthalmologists? 

Dr.  Spivey.  I  think  sometimes  it  depends  

Mr.  Duncan.  I  know  mine  will  not  take  a  new  patient  unless  you 
have  been  there  in  the  last  5  years. 

Dr.  Spivey.  That  may  well  be  the  case  with  certain  individual 
practitioners.  I  can  assure  you  that  with  the  present  number  of 
ophthalmologists  in  training  and  those  recently  in  practice  that 
should  you  wish  in  the  future  to  seek  an  appointment  with  another 
ophthalmologist,  the  appointment  would  be  available. 

I  think  it  is  important  to  recognize  that  in  the  past  there  have  been 
geographically  underserved  areas  by  ophthalmology.  We  feel  that 
the  present  number  of  ophthalmologists  in  training,  as  I  mentioned, 
and  those  now  going  into  practice,  will  remedy  that  situation  within 
the  next  5  years  or  less. 

Mr.  Duncan.  But  you  do  think  there  are  some  areas  that  are  geo- 
graphically underserved  now? 

Dr.  Spivey.  I  believe  that  to  be  the  case. 

Now  when  you  say  underserved  

Mr.  Duncan.  Maybe  not  served  at  all. 

Dr.  Spivey.  If  you  are  talking  about  immediate  appointment,  to- 
morrow, I  would  suggest  that  is  probably  something  that  is  not 
unique  to  ophthalmology. 

Mr.  Duncan.  How  do  you  serve  the  rural  people  if  they  do  not 
have  an  ophthalmologist  in  the  community? 

Dr.  Spivey.  The  distance  that  you  are  referring  to  is  half  an  hour, 
or  an  hour  away. 

Mr.  Duncan.  Let's  say  2  hours. 

Dr.  Sptvey.  I  think  in  surveying  the  country  there  are  certain 
States  in  which  the  2-hour  situation  may  pertain. 

I  would  submit  to  you.  Mr.  Duncan,  that  is  something  that  is 
quite  rare  today  and  will  be  alleviated  within  5  years. 

Mr.  Duncan.  In  the  meantime  then,  what  can  we  do,  in  the  5 
years  ? 

Dr.  Spivey.  In  the  meantime? 
Mr.  Duncan.  Yes.  sir. 

Dr.  Spivey.  Provide  ophthalmologists  to  rural  areas? 
Mr.  Duncan.  Yes. 

Dr.  Spivey.  Well,  I  think  in  your  State,  if  there  was  an  interest 
to  do  that,  I  am  sure  by  contracting  the  State  ophthalmologic  asso- 
ciation or  the  American  Academy  of  Ophthalmology,  the  American 
Association  of  Ophthalmology,  we  would  be  pleased  to  work  with 
you  to  either  find  a  full-time  ophthalmologist  to  come  to  a  rural 
area  or  find  individuals  who  would  be  willing  to  come  on  a  regular 
basis. 

Mr.  Duncan.  It  is  not  just  in  your  profession,  but  most  profes- 
sions, that  people  have  the  same  difficulty  finding  specialists  in  rural 
areas.  I  know  that.  I  am  not  inferring  that  you  are  not  doing  the 
best  you  can,  You  do  a  good  job. 

That  is  all  I  have,  Madam  Chairman. 

Thank  you  very  much. 
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Ms.  Keys.  Mr.  Gorman. 

Mr.  Corman.  That  last  suggestion  worries  me  a  mite.  It  puts  a 
tremendous  burden  on  the  Congressmen  of  this  country  if,  as  you 
suggest,  there  are  really  enough  ophthalmologists  to  go  around,  but 
the  Congress  has  not  gotten  around  to  discussing  it  with  them.  I 
suspect  there  may  be  more  to  it  

Dr.  Spivey.  Could  you  clarify? 

Mr.  Corman.  Yes.  You  just  suggested  to  Mr.  Duncan  if  he  got 
in  touch  with  the  ophthalmologic  association,  probably  some  ar- 
rangement could  be  made  to  extend  care  into  the  rural  areas.  This 
implies  that  there  is  care  available  and  Congressmen  just  have  not 
fulfilled  an  aggressive  role  in  getting  his  societies  to  send  the  people 
out. 

Dr.  Spivey.  I  am  sorry  if  I  left  that  implication. 

Mr.  Corman.  It  puts  a  little  burden  on  us.  It  does  not  bother  me 
because  I  am  downtown  and  we  have  lots  of  good  ophthalmologists... 

It  seems  to  me  if  there  is  that  potential  solution,  then  my  col- 
leagues ought  to  get  busy. 

Dr.  Spivey.  We  would  be  pleased  to  work  with  you. 

Dr.  Trimber.  I  would  like  to  make  one  comment  of  what  hap- 
pened in  northern  Virginia  in  terms  of  supply  and  demand  and; 
distribution. 

Over  the  last  10  years  that  I  have  been  in  practice  there,  there 
have  been  a  number  of  ophthalmologists  who  have  moved  into  the 
area.  Now  there  are  ophthalmologists  practicing  down  in  Triangle. 
Woodbridge,  Warrenton.  and  Manassas,  in  a  number  of  rural  areas 
that  originally  were  not  served.  So  I  think  that  the  supply  and  de- 
mand aspect  is  catching  up.  It  certainly  is  in  the  Virginia  area,  if 
you  get  out  in  the  western  part  of  the  State,  in  Winchester,  what 
have  you. 

As  we  look  over  the  figures,  certainly  there  is  not  an  ophthal- 
mologist in  every  town,  but  there  is  certainly  one  within  a  half 
hour,  at  most  an  hour's  drive;  in  almost  all  of  the  hospitals  ophthal- 
mologists are  on  call  in  the  emergency  room.  So  if  there  was  a  real" 
emergency,  there  is  a  very  effective  method  of  feeding  the  patients 
into  the  doctor's  office. 

I  am  fortunate  in  that  I  have  a  practice  that  I  do  not  take  any 
new  patients  but  we  refer  our  patients  to  ophthalmologists  and  they 
can  be  seen  within  a  day  in  northern  Virginia,  but  we  are  very 
fortunate  in  that  we  have  a  more  than  adequate  supply. 

Mr.  Corman.  In  my  district  we  have  an  ophthalmologist  in  every 
1-mile  interval,  but  frequently  that  is  a  half -hour's  drive. 

Let  me  ask  about  the  recommendation  by  the  HEW  study.  Did 
I  understand  correctly  that  you  would  not  favor  extending  to  optom- 
etrists even  that  much  of  the  health  care? 

Dr.  Trimber.  No.  What  I  said  is,  we  support  the  HEW  recom- 
mendation that  the  optometric  reimbursement  not  be  extended  to 
cataract  patients  prior  to  surgery. 

Mr.  Corman.  What  services  the  study  recommends,  you  recouu 
mend  ? 

Dr.  Trimber.  We  recommend  that. 
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Dr.  Spivey.  I  would  take  exception  to  that,  Mr.  Gorman. 

The  American  Academy  of  Ophthalmology's  position  is  that  it 
would  be  inappropriate  based  on  the  comments  I  made  previously. 

Mr.  Gorman.  Is  it  because  of  the  quality  of  care? 

Dr.  Spivey.  It  is  because  of  the  education,  training,  and  clinical 
experience. 

Mr.  Corman.  What  worries  me  from  the  point  of  view  of  the 
patient  is  that  the  patient  goes  to  a  doctor  for  a  service  that  the 
State  says  under  licensure  he  is  qualified  to  give,  and  I  think  it  is 
difficult  for  the  patient  to  know  when  he  is  in  a  qualified  office  or 
when  he  is  in  a  superqualified  office.  It  is  not  

Dr.  Spivey.  If  I  may  clarify  and  expand  my  comments. 

The  issue  here  is  to  extend  to  aphakic  patients,  postcataract  sur- 
gery patients,  what  we  consider  to  be  medical  care  coverage,  to 
optometrists.  The  issue  is  that  these  aphakic  eyes  are  far  more  prone 
to  disease  than  the  normal  eye. 

An  analogy  might  be  mentioned  that  if  you  had  had — and  I  hope 
you  have  not — a  heart  attack,  you  might  be  well-interested  in  being- 
cared  for  by  a  cardiologist.  I  would  say  this  is  an  analogy  that  holds 
here.  We  recognize  that  optometry  is  qualified,  and  qualified  by 
law,  to  determine  the  refractive  state  of  the  eye.  That  is  not  a  ques- 
tion at  all  in  this.  The  proposed  amendment  does  not  suggest  that 
there  be  reimbursement  for  refraction,  either  by  optometrists  or  by 
ophthalmologists,  but  rather  that  the  ill-defined,  I  would  have  to 
say,  extension  of  services  not  specified,  and  costs  not  clarified,  would 
be  included  in  this  amendment. 

Mr.  Gorman.  I  take  it  in  most  States  the  optometrist  is  licensed 
to  perform  that  service. 

Dr.  SprvEY.  Licensed  to  perform  the  refraction. 

Mr.  Gorman.  No.  He  is  licensed  to  perform  that.  He  is  not  li- 
censed for — I  am  sorry,  I  cannot  pronounce  the  particular  disease. 

Dr.  Spivey.  The  aphakic  refraction. 

Mr.  Corman.  Yes. 

Dr.  Spivey.  Yes. 

Mr.  Gorman.  He  is  licensed  too  ? 

Dr.  Spivey.  And  again  that  is  not  at  issue  here.  There  is  no  re- 
imbursement under  medicare  at  the  present  time  for  aphakic  refrac- 
tion, either  on  the  part  of  the  optometrist  or  on  the  part  of  the 
ophthalmologist.  Nor  does  the  recommended  legislation  address  that 
issue. 

Mr.  Corman.  Do  you  have  any  recommendations  as  to  change  or 
do  you  think  it  should  be  left  as  it  is,  nor  reimbursement  for  either 
ophthalmologists  or  optometrists  ? 

Dr.  Spivey.  It  should  be  left  as  it  is. 

Mr.  Corman.  All  right.  At  least  that  is  consistent. 

Dr.  Spivey.  Yes,  sir. 

Mr.  Corman.  Thank  you. 

Ms.  Keys.  I  thank  the  panel. 

I  would  like  to  talk  a  little  bit  about  the  testimony  of  Mrs. 
McGarry.  I  had  introduced  legislation,  just  yesterday  as  a  matter  of 
fact,  to  provide  coverage  for  low-vision  lenses  and  illumination  to 
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people  who  are  legally  blind.  That  would  get  into  the  area  that  we 
have  just  been  discussing. 

The  bill  would  provide  that  coverage  to  be  provided  by  both 
ophthalmologists  and  optometrists.  It  just  seems  to  me  that  we  have 
so  many  people,  individuals  of  all  ages,  but  probably  50,000  or  more 
in  the  over-65  group,  who  could  realize  much  better  vision  that  would 
enable  them  to  continue  their  lives.  This  is  one  of  the  problems  men- 
tioned to  me  regularly  by  my  own  older  constituents.  They  are 
unable  to  deal  with  the  health  costs  they  have  at  their  age,  and 
vision  costs  is  primary  among  them. 

I  would  like  a  comment  from  the  other  two  members  regarding 
this  legislation  which  I  think  has  not  been  assigned  a  number  yet, 
but  which  I  intend  to  pursue  as  this  committee  progresses  into 
marking  up  a  bill. 

Dr.  Spivey.  I  would  begin,  Ms.  Keys. 

I  would  agree  with  you  that  the  provision  of  low-vision  services 
is  most  important  and  something  that  has  been  neglected,  I  think, 
by  all  health  care  providers  in  the  past.  I  am  certainly  supportive 
of  the  concept  that  you  just  mentioned. 

I  think  it  is  important  to  clarify  and  define  the  relationships  be- 
tween the  various  health  care  providers,  particularly  to  provide 
guidelines  for  referral  between  them.  And  I  would  offer  the  services, 
should  you  be  interested,  of  the  American  Academy  of  Ophthal- 
mology to  work  with  you  to  try  to  evolve  a  bill  that  we  could 
support. 

I  can  tell  you,  and  I  think  Mrs.  McGarry  understands,  that  the 
department  of  ophthalmology,  of  which  I  am  chairman,  we  have 
nearly  full-time  low-vision  services  wih  a  full-time  low-vision  co- 
ordinator. A  variety  of  ophthalmologists  work  in  that  facility.  I 
think  it  has  come  to  be  recognized  as  one  of  the  better  ones  in 
northern  California. 

I  am  committed  to  that  concept.  I  think  it  is  an  area  that  ophthal- 
mology— not  only  ophthalmology,  but  I  speak  for  ophthalmology 
only — has  neglected  and  we  would  like  to  provide  a  better  service 
in  that  area. 

Ms.  Keys.  I  guess  one  question :  Is  there  among  you  any  who  have 
any  dissatisfaction  with  the  present  definition  for  legally  blind  that 
we  have  in  the  Social  Security  Act  ? 

Dr.  Spivey.  Dissatisfaction  is  a  little  strong. 

I  think  that  a  colleague  of  mine  has  defined  the  visual  handicap 
in  a  somewhat  different  way,  and  I  would  be  pleased  to  send  you  a 
copy  of  his  definition,  which  seems  to  be  well-accepted. 

There  are  problems  about  what  parameters  one  might  use  to  de- 
fine legally  blind.  While  I  do  not  think  it  is  as  good  a  definition  at 
the  present  time  as  it  could  be,  I  believe  it  is  an  accepted  definition 
and  I  would  be  interested  to  hear  Mrs.  McGarry's  comment  to  that. 

Mrs.  McGarry.  I  do  not  have  the  expertise  that  my  two  fellow 
panelists  have  in  assisting  a  definition  of  legal  blindness.  I  have  ac- 
cepted this  in  title  II  of  the  Social  Security  Act,  which  in  turn  is 
referred  to  by  the  Internal  Revenue  Code.  I  think  it  would  take 
massive  overhaul  at  this  point  to  revise  it  very  much. 
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Ms.  Keys.  For  the  record,  we  would  appreciate  if  you  would  send 
the  material  you  have  described.  We  would  include  it  in  the  record. 
I  thank  the  panel  very  much. 
Dr.  Trimber.  Thank  you. 
Mrs.  McGarry.  Thank  you. 
Dr,  Spivey.  Thank  you  very  much. 

Ms.  Keys.  I  am  going-  to  call  out  of  order  a  gentleman  who  should 
have  been  called  wth  Dr.  Parrott,  who  was  given  the  privilege  by 
the  chairman  of  testifying  early  because  he  had  a  plane  to  catch. 

Dr.  Louis  Berus  also  has  to  leave,  and  I  am  sure  we  were  not 
aware  that  you  were  here  at  the  moment.  We  would  be  glad  to  take 
your  testimony  at  this  time.  If  you  would  care  to  summarize,  your 
full  statement  will  be  placed  in  the  record. 

STATEMENT  OE  LOUIS  BERUS,  PRESIDENT,  FEDERATION  OF 
STRAIGHT  CHIROPRACTIC  ORGANIZATIONS,  INC. 

Dr.  Berus.  My  name  is  Dr.  Louis  Berus.  I  have  practiced  chiro- 
practic in  the  State  of  Michigan  for  the  last  25  years  and  I  come  to 
give  a  statement  for  the  Federation  Straight  Chiropractic  Organiza- 
tions, Inc. 

The  U.S.  Congress  is  to  be  commended  for  making  it  possible 
for  millions  of  Americans  to  receive  chiropractic  services  under  the 
medcare  and  medicaid  programs. 

However,  we  would  like  today  to  do  two  things: 

One:  Voice  FSCO's  agreement  with  the  International  Chiroprac- 
tors Association  and  the  American  Chiropractic  Association's  rec- 
ommendation that  the  need  for  X-ray  studies  be  left  to  the  profes- 
sional judgment  of  the  doctor  of  chiropractic  rather  than  a  legislated 
decree,  and  when  in  the  chiropractor's  opinion  X-rays  are  deter- 
mined to  be  necessary,  they  be  considered  a  reimbursable  expense 
under  the  medicare  law. 

Two :  Voice  our  disagreement  with  the  ICA's  and  the  ACA's  pro- 
posal that  physical  examinations  and  laboratory  procedures  per- 
formed or  requisitioned  by  chiropractors  be  reimbursable  under 
medicare  and  medicaid. 

Now  in  regard  to  our  agreement  with  the  ICA  and  ACA,  the 
FSCO  also  believe  strongly  that  the  present  law  needs  to  be  amended 
with  regard  to  the  use  and  reimbursement  of  X-rays.  In  our  agree- 
ment please  permit  us  to  make  the  following  statement : 

The  law  now  mandates  that  patients  eared  for  under  medicare  and  med- 
icaid provisions  must  have  their  subluxations  demonstrated  by  X-ray.  It  must 
be  understood  that  to  have  a  condition  called  a  "vertebral  subluxation"  four- 
components  must  be  present.  The  X-ray  is  only  one  means  of  demonstrating 
one  of  these  four  components,  the  misalinement.  This  one  component  of  the 
subluxation  can  frequently  be  determined  by  several  less  expensive  means 
than  exposing  the  patient  to  ionizing  radiation.  At  a  time  when  great  effort 
is  being  made  to  reduce  ionizing  radiation  to  the  patient,  it  is  wrong  to  select 
just  one  of  the  four  components  of  a  subluxation  for  demonstration,  and  to 
mandate  that  the  only  acceptable  means  of  verification  be  X-ray. 

The  Federation  of  Straight  Chiropractic  Organizations  agrees 
with  the  ICA  and  the  ACA  that  a  doctor  of  chiropractic  and  not  a 
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statute  should  be  entrusted  with  the  professional  responsibility  for 
•determining  the  need  for  spinal  X-rays.  Thus,  when  in  the  chiro- 
practor's judgment  the  disrelationship  of  the  vertebra  can  be  ascer- 
tained through  other  means,  that  means  should  be  used.  This  judg- 
ment by  the  chiropractor  should  be  sufficient  to  qualify  patients  for 
chiropractic  care  under  medicare  and  medicaid.  Currently,  while 
medicare  and  medicaid  programs  mandate  that  X-rays  be  taken 
for  chiropractic  purposes,  the  expense  for  such  is  not  reimbursable 
hy  medicare  and  medicaid. 

While  the  FSCO  would  like  to  see  the  professional  judgment  of 
the  doctor  of  chiropractic  entrusted  to  determine  who  needs  to  be 
X-rayed,  it  is  only  right  that  these  necessary  X-rays  be  reimbursed. 
Chiropractic  patients  are  being  discriminated  against.  We  ask  that 
our  chiropractic  patients  receive  the  same  reimbursement  privileges 
that  now  exist  for  patients  of  doctors  of  medicine,  osteopathy,  and 
dentistry. 

I  would  like  to  turn  your  attention,  now,  to  our  disagreement  and 
opposition  to  the  ICA  and  ACA  proposal  that  physical  examina- 
tions and  laboratoiw  procedures  performed  or  requisitioned  by  doc- 
tors of  chiropractic  be  reimbursable  under  medicare  and  medicaid. 
The  FSCO  urges  you  not  to  adopt  this  recommendation  by  the  ICA 
and  the  ACA.  These  are  procedures  that  are  clearly:  (a)  Unneces- 
sary with  regard  to  the  chiropractor's  main  objective,  (b)  dangerous 
in  application  and  connotation,  and  (c)  they  could  very  well  double 
the  cost  of  chiropractic  services  under  the  medicare  and  medicaid 
programs. 

Permit  me  to  clarify  these  statements.  Physical  examinations  and 
laboratory  procedures  are  philosophically  and  practically  unneces- 
sary, according  to  basic  chiropractic  principle,  that  is  with  a  straight 
chiropractic  procedure.  A  fundamental  chiropractic  principle  is  that 
vertebral  subluxations  can  occur  and  these  subluxations  are  detri- 
mental to  the  general  well-being  of  the  patient. 

Chiropractic  is  not  a  panacea  for  all  disease  nor  is  it  a  treatment 
for  any  disease.  Chiropractic  seeks  to  correct  subluxations,  since 
subluxations  reduce  the  patient's  recuperative  ability  and  the  ability 
to  maintain  health.  The  chiropractic  objective  is  to  safely  locate  and 
correct  vertebral  subluxations.  To  this  end,  the  chiropractor  should 
make  as  thorough  a  chiropractic  spinal  analysis  as  is  necessary  in 
order  to  locate  subluxations  and  determine  a  safe  procedure  for  their 
correction. 

It  should  be  noted  that  the  term  "physical  examination"  is  gener- 
ally accepted  to  mean  much  more  than  a  spinal  examination.  Like- 
wise the  procedures  that  are  generally  considered  as  encompassing 
physical  examinations  add  nothing  to  accomplishing  the  chiroprac- 
tic objective  of  locating  a  vertebral  subluxation  and  of  safely  cor- 
recting it. 

It  should  be  further  recognized  that,  while  contributing  nothing 
to  the  accomplishment  of  the  chiropractic  objective,  physical  and 
laboratory  examinations  and  procedures  are  potentially  dangerous 
in  their  application. 
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Not  only  are  they  potentially  dangerous  in  their  application,  but 
also  they  are  dangerous  by  their  possible  and  probable  connotation. 
It  is  easy  for  patients  who  are  given  physical  examinations  in  simu- 
lated medical  surroundings  to  come  to  the  erroneous  conclusion  that 
they  have  had  a  thorough  physical  examination  by  a  physician, 
competent  by  training  and  experience  to  make  medical  judgments. 
This  is  an  exceedingly  false  assumption,  seemingly  sanctioned  by  the 
Federal  Government,  and  can  lead  many  to  delay  proper  medical 
examination  and  treatment. 

Physical  examinations  and  laboratory  procedures  are  performed 
in  order  to  reach  diagnostic  conclusions  for  the  further  purpose  of 
selecting  a  proper  treatment  for  disease.  Physical  examinations  are 
part  of  the  practice  of  allopathic  and  osteopathic  medicine,  and  be- 
cause physical  examinations  add  nothing  to  the  practice  of  chiro- 
practic, they  should  not  be  performed  by  chiropractors  and  certainly 
not  be  paid  for  with  public  funds. 

Added  to  the  scientific  considerations  with  regard  to  chiropractors 
performing  physical  examinations  and  laboratory  procedures  are  the 
economic  considerations.  Physical  examinations  and  laboratory  pro- 
cedures are  very  expensive,  costing  between  $100  and  $400  per  exami- 
nation. That  is  a  lot  of  money  for  something  that  will  do  absolutely 
no  good  and,  in  addition,  which  has  a  high  potential  for  harm.  Eco- 
nomically, this  will  double  the  cost  of  medicare  and  medicaid  ex- 
pense disbursements  for  false  and  unnecessary  chiropractic  proce- 
dures. 

In  conclusion,  on  behalf  of  the  FSCO,  I  urge  you  to  do  two  things. 

First :  In  regard  to  X-ray  procedures,  let  the  flexible  chiropractor's 
judgment  and  not  static  legislation  decide  in  each  individual  case 
whether  or  not  X-rays  are  necessary,  and  if  they  are  found  to  be 
necessary  by  the  chiropractor,  reimburse  the  patient  for  this  expense. 

Second :  On  behalf  of  the  FSCO  I  urge  you  to  not  use  taxpayers' 
money  to  reimburse  patients  for  the  nonchiropractic  services  of  phys- 
ical examinations  and  laboratory  procedures  when  performed  by 
chiropractors.  These  are  potentially  dangerous  to  the  patient  and  are 
unnecessary  to  the  chiropractic  objective. 

Thank  you  very  much. 

Ms.  Keys.  Mr.  Gorman. 

Mr.  Gorman.  Thank  you,  Madam  Chairman. 

May  I  ask  you  to  describe  for  us  briefly,  remembering  we  are  lay- 
men, what  kind  of  examinations  in  addition  to  X-ray  examinations 
will  disclose  the  problem  with  the  spine  ? 

Dr.  Berus.  The  X-ray  and  of  course  the  positions  of  the  vertebra, 
the  palpitation  of  the  soft  tissues,  the  symptoms  of  the  patient;  those 
are  some  of  the  main  things  you  would  be  looking  for. 

Mr.  Corman.  Do  you  tell  those  by  feeling  the  spine? 

Dr.  Berus.  To  a  great  degree,  sir,  yes. 

Mr.  Gorman.  What  about  the  weight  distribution  on  the  two  feet  ? 

Dr.  Berus.  That  has  something  to  do  with  it.  There  are  many 
checks  that  we  make  by  measuring  the  length  of  the  legs,  several 
heat-reading  instruments  that  we  use;   there  are  many  types  of  in- 
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strumentation  used  to  determine  subluxation.  None  of  them  of 
course  are  infallible. 

Mr.  Corman.  I  suppose  nothing  in  life  is. 

Dr.  Bertts.  Eight. 

Mr.  Corman.  Hardly  anything.  It  seems  to  me,  and  I  have  had 
some  experience  as  a  patient,  there  are  a  variety  of  things  a  chiro- 
practor does  to  you  aside  from  the  X-ray.  I  am  well  aware  of  HEW's 
attitude  toward  chiropractic  services,  but  it  does  seem  to  me  we  ought 
to  give  free  choice  to  the  people  who  are  seeking  services  so  long  as 
it  is  a  service  licensed  by  the  State. 

I  thank  you  for  your  contribution. 

Dr.  Berus.  Thank  you. 

Ms.  Keys.  Mr.  Duncan. 

Mr.  Duncan.  I  have  no  questions.  Thank  you. 
Ms.  Keys.  Thank  you,  Doctor. 

We  have  a  panel :  Mr.  Liversidge,  Jr.,  Florence  Moore,  Jane  Bren- 
nan,  Ronald  Rosenberg,  Ida  Raitano,  Elmer  Cerin,  and  Jacqueline 
Neiburger. 

I  would  suggest  to  the  panel  that  perhaps  you  would  like  to  pro- 
ceed in  the  order  in  which  you  are  listed,  and  if  you  would  identify 
yourselves  and  the  organizations  you  represent,  the  committee  would 
appreciate  it. 

We  would  appreciate  it  if  you  could  possibly  confine  yourself  to 
5  minutes,  we  would  be  glad  to  put  your  full  statement  into  the  rec- 
ord, but  it  would  leave  us  more  time  for  questioning  if  it  is  perti- 
nent, and  we  are  trying  to  hear  a  lot  of  witnesses  today  about  these 
very  important  changes  in  the  medicare  system. 

STATEMENT  OF  ROBERT  P.  LIVERSIDGE,  JR.,  CHAIRMAN,  LEGISLA- 
TIVE COMMITTEE,  NATIONAL  ASSOCIATION  OE  HOME  HEALTH 
AGENCIES 

Mr.  Liversidge.  Thank  you. 

My  name  is  Robert  P.  Liversidge,  Jr.,  I  am  executive  director  of 
the  Community  Nursing  Services,  a  visiting  nurse  association  in 
Toledo,  Ohio,  and  chairman  of  the  Legislative  Committee  of  the 
National  Association  of  Home  Health  Agencies  (NAHHA). 

NAHHA  is,  as  the  name  suggests,  a  national  organization  founded 
exclusively  to  represent  agencies  of  various  types  of  sponsorship, 
both  nonprofit  and  for  profit,  who  provide  health-related  services  in 
the  home.  I  know  that  the  committee  has  a  number  of  witnesses  to 
hear  so  I  will  keep  my  remarks  brief.  We  have  the  following  com- 
ments on  proposed  amendments  to  the  Social  Security  Act  relating 
to  home  health  care. 

1.   LICENSING  REQUIREMENT  FOR  PROPRIETARY  AGENCIES 

We  oppose  amendment  of  the  act  at  this  time  to  eliminate  the  re- 
quirement of  State  licensure  for  proprietary  home  health  agencies, 
as  proposed  in  H.R.  12788.  Our  objections  are  founded  on  several 
grounds. 
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First,  while  there  may  be  no  objection,  in  theory,  to  the  furnishing 
of  institutional  health  services  on  a  commercial  basis,  in  practice  Ave 
have  seen  time  and  time  again  the  exposes  of  fraud  and  abuse  in  the 
profit  sector,  especially  in  nursing  homes,  in  pharmacies,  in  clinical 
laboratories,  and  in  the  so-called  medicaid  mills. 

While  there  have  been  similar  problems  with  proprietaries  in  the 
home  health  field — this  committee's  hearings  have  gone  into  the 
■Gottheiner  and  Souza  situations  in  California,  for  example — home 
health  is  something  of  a  special  situation  because  of  the  presence  of 
some  ostensibly  private  nonprofit  agencies  that  are,  in  fact,  nothing 
more  than  private  entrepreneurships  masquerading  in  nonprofit 
guise.  There  has  been  ample  evidence  of  wrongdoing  among  this 
group,  which  leads  some  to  the  conclusion  that  there  is  no  difference 
between  for  profit  and  nonprofit  agencies  in  terms  of  the  potential 
for  fraud  and  abuse.  There  is  a  difference,  but  it  is  between  those 
agencies  that  are  genuinely  nonprofit  and  those  that  are  operated 
as  commercial  ventures,  regardless  of  their  auspices. 

The  solution  is  not  to  put  everyone  on  the  same  basis  by  discarding 
the  requirement  of  licensure  for  proprietary  agencies,  but  rather  to 
urge  the  Internal  Revenue  Service  to  take  action  against  agencies  that 
are  violating  their  section  501(c)  nonprofit  status  by  funneling 
profits  to  their  operators  in  the  form  of  excessive  compensation, 
pension  benefits,  fringes,  et  cetera.  These  spurious  nonprofit  agencies 
represent  only  a  minority  of  all  private,  nonprofit  home  health  agen- 
cies, and  their  existence  should  not  be  used  to  justify  removal  of  the 
licensure  requirement  for  proprietary  a,gencies. 

The  current  system  of  requiring  State  licensure  of  for  profit  agen- 
cies in  order  to  qualify  as  providers  under  titles  XVIII  and  XIX 
is  not  perfect,  inasmuch  as  the  quality  of  the  State  licensing  agen- 
cies varies  widely,  but  it  does  assure  some  degree  of  scrutiny  in  the 
absence  of  adequate  medicare  standards. 

NAHHA  has  consistently  urged  the  development  and  adoption  of 
uniform,  measurable  medicare  standards  for  home  health  agencies, 
and  has  worked  with  HCFA  to  this  end.  Until  such  standards  are 
adopted,  we  believe  there  is  no  choice  but  to  rely  on  State  licensure 
for  the  initial  screening  of  proprietary  agencies. 

The  prospectus  for  proprietary  home  health  care  agency  fran- 
chises distributed  by  People-Care,  which  is  attached  to  my  state- 
ment, exemplifies  the  crass  approach  to  the  task  of  caring  for  the 
sick  taken  by  some  agencies  of  this  kind.  I  do  not  suggest  that  this 
is  representative  of  all  proprietary  agencies,  for  many  provide  much- 
needed  services  in  a  responsible  and  competent  manner,  but  it  does 
illustrate  the  potential  problem  in  this  area,  and  points  up  the  need 
for  continued  controls,  either  at  the  State  level  or  in  the  form  of 
more  adequate  medicare  standards. 

I  did  bring  their  brochure  with  me  and  it  is  attached. 

I  would  like  to  elaborate.  On  page  5  of  the  attachment  there  is  a 
pro  forma  income  statement  which  indicates  a  net  income,  specif- 
icallv  profit  for  the  owner,  ranging  between  10  and  19  percent  of 
total  annualized  gross  billing. 

I  might  say  what  is  indicated  here  for  a  billing  of  some  $2  million 
is  net  income  profit  for  the  owner  of  some  $380,000.  Considering  my 
present  salary  and  the  number  of  billings  we  make,  I  may  be  in  the 
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wrong  business.  I  think  this  is  an  example  of  the  kind  of  problem  I 
am  talking  about. 

I  refer  you  also  to  the  last  line  of  that  page,  in  which  it  states : 

Unlike  most  new  businesses  endeavors,  the  rate  of  return  on  investment  is 
consistently  quicker  and  demonstrably  more  profitable  than  almost  any  other. 

I  think  that  represents  the  problem. 

A  second  reason  that  NAHHA  is  against  the  proposal  regarding 
for-profit  agencies  is  because  of  the  failure  of  HEW  to  include  home 
health  agencies  in  the  certificate  of  need  process,  even  though  the 
legislative  history  of  the  Health  Planning  Act  clearly  calls  for  their 
inclusion.  The  House  version  of  renewal  legislation  for  the  health 
planning  program,  now  awaiting  floor  action,  clearly  specifies  that 
home  health  agencies  are  to  be  subject  to  the  certificate  of  need  proc- 
ess, but  until  some  such  provision  is  enacted,  we  will  continue  to  see 
patterns  of  oversupply  of  home  health  services  in  many  areas  of  the 
country. 

As  a  consequence,  the  costs  of  services  go  up  for  all  providers, 
and  there  are  incentives  for  the  unscrupulous  to  pad  their  patient 
rolls  and  promote  excessive  utilization  of  services.  The  large-scale 
entry  of  proprietary  agencies  into  the  field  without  a  certificate-of- 
need  requirement  and  standards  can  only  exacerbate  this  process. 

Finally,  we  urge  the  subcommittee  to  consider  the  impact  of  an 
expanded  network  of  for-profit  providers  on  voluntary  agencies, 
such  as  visiting  nurse  associations,  which  currently  provide  services 
to  patients  who  cannot  afford  to  pay  themselves,  and  who  do  not 
qualify  for  medicare. 

Proprietary  agencies  generally  accept  only  patients  who  qualify 
for  medicare  or  who  can  pay  for  services.  They  tend  to  leave  the 
charity  and  other  less-than-full-pay  patients  to  be  taken  care  of  by 
the  VNA's  and  other  charitable  organizations.  As  the  patient  mix  for 
VNA's  becomes  more  heavily  oriented  toward  the  patient  population 
for  whom  reimbursement  does  not  meet  the  costs  of  services,  then 
these  agencies  will  no  longer  be  economical^  viable,  particularly  in 
light  of  ever-decreasing  United  Way  and  municipal  funding.  Their 
services  will  ultimately  be  lost  to  the  community  in  these 
circumstances. 

For  all  of  these  reasons,  NAHHA  urges  the  committee  to  reject 
the  proposal  at  this  time  to  remove  the  State  licensure  requirement. 

2.  ELIMINATION  OF  THE  3 -DAY  PRIOR  HOSPITALIZATION  REQUIREMENT 

NAHHA  supports  the  proposal  to  eliminate  this  barrier  to  home 
health  service.  We  believe  that  this  recommendation  of  the  General 
Accounting  Office,  along  with  the  other  relatively  low-cost  improve- 
ments in  benefits  embodied  in  Chairman  Pepper's  bill,  H.R.  10738, 
are  desirable. 

We  do  want  to  mention,  however,  that  some  coordination  of  benefits 
between  parts  A  and  B  should  be  considered  by  the  subcommittee. 

As  you  know,  there  is  currently  a  $60  deductible  under  part  B, 
while  no  deductible  applies  in  the  case  of  part  A.  It  may  be  that 
the  subcommittee  intends  to  merge  these  two  aspects  of  the  medicare 
program  into  one  home  health  benefit,  in  which  case  we  recommend 
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that  the  deductible  be  dropped,  since  such  a  requirement  applied  to 
the  first  use  of  service  would  work  an  extreme  hardship  on  many 
old  people. 

3.  ELIMINATION  OF  lOO-VISIT  LIMITS  UNDER  BOTH  PARTS  A  AND  B 

Again,  we  support  this  proposal  and  endorse  the  recommendations 
of  the  GAO.  In  our  experience,  few  patients  exceed  the  present 
limits,  but  for  those  who  do  have  needs  in  excess  of  the  200  visits 
allowed  under  parts  A  and  B,  this  represents  an  important 
improvement. 

4.  ADDITION  OF  AN  EVALUATION  VISIT  PRIOR  TO  RELEASE  FROM  AN 

INSTITUTION 

Such  an  evaluation  visit  can  be  of  value  in  establishing  a  plan  of 
care  for  the  patient  after  discharge  from  the  institution.  However, 
of  equal  and  perhaps  even  greater  value  in  many  cases  is  an  evalua- 
tion visit  in  the  home,  where  an  assessment  of  the  patient's  living 
environment  is  of  importance  in  determining  the  kind  and  extent  of 
home  health  services  required. 

We  urge  that  the  subcommittee  provide  coverage  for  an  evaluation 
visit  of  both  kinds,  in  the  institution  immediately  prior  to  discharge, 
and  in  the  home  as  home  health  care  begins.  We  recognize  the  cost 
constraints  imposed  on  the  subcommittee,  however,  and  suggest  that 
if  coverage  of  both  kinds  of  visits  is  not  feasible,  it  should  be  ap- 
proved for  either  an  institutional  evaluation  visit,  or  a  home  evalu- 
ation visit,  in  a  particular  case. 

5.  OTHER  BENEFITS 

There  are  a  number  of  other  improvements  that  we  believe  should 
be  made  in  the  program,  including  the  inclusion  of  homemaker  serv- 
ices and  some  relaxation  of  the  skilled  nursing  requirement,  which  is 
presently  given  an  overly  restrictive  interpretation  by  administrators 
and  fiscal  intermediaries.  However,  we  recognize  that  these  are  po- 
tentially big  money  items,  and  that  there  are  severe  cost  constraints 
on  program  improvements. 

For  this  reason,  we  will  limit  ourselves  to  recommending  only  two 
benefit  improvements  not  included  in  your  subcommittee's  list  of 
proposals.  These  are  coverage  of  occupational  therapy  and  nutrition 
counseling  as  primary  services.  Both  are  important  to  many  elderly 
individuals,  and  the  present  inability  of  agencies  to  be  reimbursed 
directly  for  such  service  severely  limits  their  availability. 

[Attachment  to  the  prepared  statement  follows :] 

A  Report — Facts  and  Figures  on  Home  Health  Care,  One  of  the  Nations 
Most  Stable  and  Fastest  Growing  Industries  and  Your  Potential  Part  in 
It  Through  a  People  Care  Franchise 

the  home  health  care  market  and  people  care — "the  care  of  people  ...  by 

people  who  care" 

A  time  of  crisis 

The  Nation  is  encountering  staggering  financial  and  social  problems  relating  to 
health  care  that  have  reached  monumental  proportions.  Annual  expenditures 
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have  already  passed  $140  billion,  and  continue  to  escalate  with  the  ever-growing 
spiral  of  medical  costs.  Even  though  the  need  for  medical  services  and  personnel 
continues  to  increase,  institutional  costs  increase  at  such  an  accelerated  rate  as 
to  threaten  the  solvency  of  the  entire  system. 

A  logical  solution 

The  innovative  answer  to  this  burgeoning  crisis  is  home  health  care.  Such 
care  is  increasingly  being  recognized  by  authorities  as  a  realistic  alternative  to 
costly  institutional  care.  The  U.S.  Department  of  Health,  Education,  and 
Welfare,  for  example,  has  recognized  the  need  for  alternatives  to  institutional 
care  and  has  been  funding  studies  in  this  area  that  have  been  pointing  up  both 
the  economic  and  psychological  benefits  of  such  care.  It  has  been  demonstrated 
in  a  number  of  professional  tests  and  studies  that  a  patient  who  does  not  require 
continuous  institutional  care  can  recover  expeditiously  in  a  home  setting.  Such 
tests  have  also  indicated  that  the  savings  in  such  care  are  significant.  The 
materials  provided  as  part  of  this  report  can  give  you  a  general  overview  of 
the  importance  of  this  market  and  its  enormous  potential. 

People  Care:  the  concept 

From  its  inception,  Feople  Care  has  been  recognized  as  a  leader  in  the  field  of 
caring  for  patients  in  home,  hospital  or  nursing  home  settings.  As  a  service 
organization,  our  commitment  is  to  aid  the  recovery  of  the  injured,  elderly, 
invalided  or  convalescent  by  providing  the  entire  spectrum  of  quality  care — by 
providing  medical  and  paramedical  personnel  as  well  as  support  services. 

"Service"  and  "business" 

People  Care  is  a  proven,  sound  business  that  offers  exceptional  professional 
opportunities,  coupled  with  rapidly  achieved  profitability.  Capital  investment 
commitments  are  reasonable ;  there  are  no  inventory  requirements ;  and  staffing 
expenses  are  modest.  High  rent  office  requirements  are  unnecessary.  We  have 
prepared  the  following  tables  that  offer — from  our  experience — estimated  initial 
start-up  costs  for  opening  a  People  Care  office : 

Estimated  Initial  Start  Up  Costs  for  Opening  a  People  Care  0 ffi.ce 


Security  deposits: 

Lease  deposits   $500 

Telephone  deposits   300 

Insurance  deposits   500 

Office  equipment  and  supplies  : 

Files,  desks,  chairs,  storage  cabinet   1,  000 

Typewriter,  copier   500 

Office  supplies   200 

Payroll  and  billing  systems  and  supplies   300 

Telephone  installation   200 

Incorporation   300 

Signs   100 


Total   3,  900 

Monthly  Estimated  Operating  Expenses 

Rent  and  utilities   $350 

Telephone   275 

Answering  service   40 

Advertising   300 

Promotion  and  travel   200 

Insurance   50 

Postage   500 

Office  supplies  and  miscellaneous   100 

Salaries — coordinator  ($170  per  week)   680 

Payroll  taxes   60 


Total  .  2,  105 


Note:  The  monthly  estimated  operating  expenses  do  not  include  the  compensation  of  the  owner/manager . 
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Initial  dollars  and  sense 

Minimum  financial  requirements  to  finance  the  early  operation  until  a  healthy 
cash  flow  commences  involves  an  investment  of  $25,000.  $10,000  of  this  is  a  down 
payment  of  the  $17,500  franchise  fee1,  while  the  remaining  $15,000  should  be 
earmarked  for  generating  capital  growth.  Additional  financing  sometimes  may 
be  necessary  depending  upon  how  rapidly  your  business  expands.  Means  should 
also  be  set  aside  for  the  financial  support  of  self  and  family  during  the  early 
stages  of  establishing  the  business  when  major  funds  are  needed  for  generating 
capital. 

Mutuality  of  interest 

As  the  owner-operator  of  a  People  Care  franchise,  you  will  be  part  of  the  most 
comprehensive  franchise  program  available  in  the  field.  Since  your  success  as  a 
People  Care  service  is  directly  related  to  our  own,  it  is  crucial  to  our  own 
success  that  we  provide  the  best  possible  initial  support,  and  continue  to  sustain 
this  support  as  we  develop  together.  Our  system  is  designed  to  prepare  you 
and  your  coordinators  thoroughly  for  the  successful  management  of  your 
People  Care  office  or  offices. 

Protection  from  economic  cycles 

People  Care  services  are  constant  and  stable,  and  are  not  dependent  on  up- 
ward or  downward  economic  swings,  making  them  virtually  free  of  the  impact 
of  recession  and/ or  inflation.  Since  the  patient  market  for  such  services  is  uni- 
versal— and  since  the  ever-increasing  longevity  of  our  populace  adds  to  this 
market — the  demand  continually  increases ;  and  the  potential  is  actually  un- 
limited. Unlike  most  new  business  endeavors,  the  rate  of  return  on  investment 
is  consistently  quicker  and  demonstrably  more  profitable  than  almost  any  other. 

What  your  People  Care  franchise  provides 

1.  Money  Management. — AVe  offer  financing  for  operating  and  working  capital 
needs  as  an  important  tool  for  making  your  business  grow,  increase  and  expand ; 
■a  service  practically  unique  in  a  franchise  arrangement  of  this  kind.  After  you 
Jaave  established  your  People  Care  franchise,  you  may  also  benefit  from  our 
computerized  payroll,  billing  and  account  receivable  program. 

2.  Exclusivity. — Even  though  in  most  instances  a  given  territory  could  support 
several  similar  operations,  we  are  committed  to  offering  the  owner-operator 
exclusive  rights  in  a  designated  territory. 

3.  Coverage. — You  receive  master  insurance  policies  covering  general  liability, 
malpractice,  auto  liability,  office  contents,  disability,  employee  bonding — and 
master  group  insurance  for  the  owner-operator  and  his  or  her  permanent 
employees,  if  you  so  desire. 

4.  Thoroughness  of  Service. — You  are  guaranteed  from  us  a  complete  and 
demonstrated  program  for  the  management,  operations  and  marketing  of  People 
€are  services,  including  our  comprehensive  manual,  operating  forms,  systems 
and  materials.  Our  experts  believe  that  the  manual  alone  is  the  most  compre- 
hensive, extensive  and  helpful  document  in  use  by  the  home  health  care  industry 
today. 

5.  "On  the  Job"  Training. — We  offer  you  a  unique  three-week  training  program 
and  similar  assistance  in  opening  on  location.  This  program  is  the  most  thorough 
service  we  know  of,  and  it  will  be  performed  by  a  professional  with  an  extensive 
industry  background  who  will  literally  "hold  your  hand"  and  work  with  you 
hour-by-hour  and  day-by-day  during  the  training  and  opening  process.  And — 
should  the  need  occur — this  consulting  service  ivill  always  be  available. 

6.  Reaching  Your  Public. — Initial  and  continuing  marketing  and  promotional 
•direction  and  assistance  are  provided,  and  samples  of  some  of  our  current  mate- 
rials are  enclosed.  Additionally,  corpora tely  funded  regional  advertising  in 
various  media  is  a  part  of  our  overall  responsibility  to  you. 

7.  A  Broad  Market. — Much  of  this  discussion  has  concerned  the  home  market 
itself,  but — as  the  enclosed  brochures  will  indicate — there  are  other  important 
sources  of  income  available  to  you  by  working  with  institutions,  and  the  sup- 
plying of  medical  and  surgical  materials. 

8.  Continuous  Cooperation. — As  your  partner,  we  are  committed  to  perpetual 
and  substantive  support  assistance  and  guidance  in  a  number  of  areas  to  aid 
you  in  the  growth  and  expansion  of  your  franchise — because,  obviously,  it  is  to 
our  benefit  as  much  as  yours! 


1  This  figure  may  vary  depending  upon  location. 
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STATEMENT  OF  FLORENCE  MOORE,  EXECUTIVE  DIRECTOR,  NA- 
TIONAL COUNCIL  FOR  HOMEMAKER-HOME  HEALTH  AIDE  SERV- 
ICES, INC. 

Mrs.  Moore.  My  name  is  Mrs.  Florence  M.  Moore.  I  appear  today 
in  my  role  as  executive  director  of  the  National  Council  for  Home- 
maker-Health  Aide  Services.  Inc.  The  council  is  a  national,  non- 
profit 501(c)(3)  membership  organization,  with  offices  at  67  Irving 
Place,  New  York.  X.Y.  The  national  council's  goal  is  availability  of 
quality  honiemaker-horne  health  aide  services  in  all  sections  of  the 
Nation  to  help  individuals  and  families  in  all  economic  brackets 
when  there  are  disruptions  due  to  illness,  disability,  social  and  other 
problems,  or  where  there  is  need  to  help  enhance  the  quality  of 
daily  life. 

MEMBERSHIP 

The  national  council  is  comprised  of  538  dues-paying  members, 
of  which  233  are  agencies  providing  homemaker-home  health  aide 
services  in  45  States  and  in  several  Canadian  provinces;  41  are  or- 
ganizations, and  264  are  individuals — 1977  year  end  figures.  Programs 
from  all  auspices — voluntary  nonprofit,  public,  and  proprietary — are 
included  in  the  council's  membership.  Written  and  visual  materials 
conference  and  other  services  are  available  to  and  used  by  many 
organizations,  including  the  other  3.400  agencies  providing  home- 
maker-home  health  aide  service  in  the  United  States  and  Canada. 

COMMENTS  ON  IMPROVING  PRESENT  MEDICARE  COVERAGE  OF  HOME  HEAETH 

SERVICES 

There  are  two  specific  proposals  before  this  subcommittee  which  I 
would  like  to  address:  (1)  The  proposed  expansion  of  the  "acute 
care55  model  for  home  health  benefits,  and  (2)  the  proposal  to  elimi- 
nate licensing  requirements  for  proprietary  home  health  agencies, 
Let  me  take  these  issues  one  at  a  time : 

1.  PROPOSED  EXPANSION  OF  "ACUTE  CARE*'  MODEL  FOR  HOME  HEAETH 

BENEFITS 

The  national  council  recommends  elimination  of  the  3-day  prior 
hospitalization  and  homebound  requirements  under  part  A  of  med- 
icare and  the  100-day-visit  limitation  under  parts  A  and  B. 

The  restrictions  have  prevented  a  great  many  elderly  and  disabled 
citizens  from  receiving  needed  in-home  service  and  forced  them  into 
costly  institutional  care  at  the  taxpayers5  expense.1  The  recent  GAQ 
study,  released  on  December  30,  1977,  lias  documented  that — except 
for  persons  with  extreme  levels  of  impairment — care  in  the  home  is 
more  cost-effective  than  institutional  care.2 


1  The  need  for  a  coordinated  and  comprehensive  home  care  system  is  stated  in  the 
attached  "Prospectus  for  a  National  Home  Care  Policy."  prepared  jointly  by  the  Na- 
tional Council  for  Homemaker-Health  Aide  Services,  Inc.,  the  National  Eeague  for 
Nursing  National  Association  of  Home  Health  Agencies,  and  American  Hospital  As- 
sociation [exhibit  D]. 

2  General  Accounting  Office,  "Home  Health — The  Need  for  a  National  Policy  to 
Better  Provide  for  the  Elderly,"  Report  to  Congress,  Dec.  30,  1977. 
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The  National  Council  also  recommends  that  homemaker  hyphen  be 
added  to  home  health  aide  service  now  authorized  under  medicare. 
The  National  Council's  definition  of  homemaker-honie  health  aide 
service,  which  has  been  adopted  by  numerous  State  units  and  orga- 
nizations, is  an  attachment  to  this  testimony  [exhibit  A]. 
,  The  delivery  of  both  health  and  socially  related  services  is  essential 
if  we  as  a  society  are  to  deal  effectively  and  efficiently  with  the  home 
care  needs  of  our  aged  and  disabled  population.  Furthermore,  au- 
thorizing both  personal  and  environmentally  focused  services  from 
the  same  funding  source ;  that  is,  medicare,  would  prevent  the  current 
fragmentation  in  service  delivery  which  promotes  a  costly  duplica- 
tion of  effort  whereby  two  paraprofessionals  often  go  into  one  home 
to  provide  different  aspects  of  homemaker-home  health  aide  service. 
This  change  would  also  help  to  free  up  some  funds  under  title  XX 
of  the  Social  Security  Act  to  provide  service  to  the  still  largely 
unmet  long-term  care  needs  of  the  aged  and  disabled  population. 

A  final  recommendation  concerns  the  skilled  nursing  requirement 
under  medicare.  The  conditions  of  participation  should  be  revised  to 
delete  the  skilled  proviso  before  nursing,  which — like  the  prior  hos- 
pitalization and  homebound  requirements — relies  far  too  heavily  on 
an  acute-care  model  of  in-home  care. 

2.  ELIMINATION  OF  LICENSING  REQUIREMENTS  FOR  PROPRIETARY  HOME 

HEALTH  AGENCIES 

If  direct  participation  of  proprietary  home  health  agencies  in  the 
medicare  program  without  State  licensing  is  authorized,  there  is  a 
need  for  considerable  leadtime  to  insure  that  adequate  standards  and 
monitoring  programs  have  been  set  in  place.  The  Federal  Govern- 
ment must  take  the  responsibility  and  provide  leadership  on  stand- 
ards and  their  monitoring  in  order  to  protect  the  consumer  and  the 
taxpaying  public  from  costly  fraud,  abuse,  and  exploitation. 

The  problems  of  monitoring  the  quality  and  appropriateness  of 
home  care  services  are  magnified  by  the  fact  that  services  are  ren- 
dered not  in  a  single  facility,  but  in  the  privacy  of  the  home.  Gov- 
ernor Carey,  in  vetoing  a  New  York  State  bill  in  1976  which  would 
have  allowed  proprietary  home  health  agencies  to  participate  directly 
in  the  State's  medicaid  program,  noted  the  New  York  State  Health 
Department's  estimate  that  $2  million  would  be  needed  annually  for 
staffing  and  resources  to  adequately  monitor  the  quality  and  appro- 
priateness of  home  care  services.  To  the  extent  that  States  will  be 
relied  on  for  this,  it  is  urgent  that  the  Federal  Government  take  the 
initiative  in  providing  the  folloAving  resources  to  allow  them  to  build 
adequate  mechanisms  for  quality  control : 

The  conditions  of  participation  must  be  tightened  up  to  strengthen 
agency  accountability  for  the  services  delivered.  Specific  changes  rec- 
ommended in  the  conditions  of  participation  are  submitted  as  ex- 
hibit B  to  the  original  copy  of  this  testimony. 

The  Federal  Government  also  must  provide  States  with  sufficient 
resources  to  develop  monitoring  and  review  teams  capable  of  assuring 
compliance  with  Federal  standards. 

Home  care  agencies  should  be  included  in  the  certificate  of  need 
program. 


248 


In  arguing  the  case  for  direct  proprietary  provision  of  home  health 
services,  some  persons  have  stated  that  the  nonprofit  sector  is  equally 
guilty  of  abuse  and  fraud  in  the  delivery  of  home  care.  Representa- 
tive Conable  has  argued  that  nonprofit  agencies  have  billed  the  med- 
icare program  for  excessive  salaries  or  salaries  for  families  and 
friends,  the  use  of  expensive  cars,  or  questionable  trips. 

However,  agencies  making  these  improper  expenditures  are  not  the 
voluntary  nonprofit  agencies  which  have  traditionally  represented  the 
home  care  field.  Rather,  a  growing  number  of  "pseudononprofit" 
agencies — which  are  really  privately  owned — are  taking  advantage 
of  the  ambiguity  in  IRS  501(c)  (3)  language  and  in  the  Bureau  of 
Health  Insurance  certification  procedures  to  deviously  capture  profits 
by  means  of  high  salaries,  exorbitant  fringe  benefits,  and  in  a  host 
of  other  ways.  The  reputation  of  the  traditional  voluntary  agencies 
is  being  tarnished  in  the  process. 

The  urgency  of  this  issue  is  underscored  by  the  rapid  growth  of 
the  pseudononprofit  sector,  as  dramatically  documented  in  recent 
Senate  testimony  1  and  reinforced  by  a  recent  census  of  homemaker- 
home  health  aide  agencies  undertaken  by  the  National  Council. 
Whereas,  in  1973,  the  existence  of  pseudononprofit  agencies  was  not 
generally  recognized  by  the  home  care  field,  by  1977  the  National 
Council  found  that  approximately  4  percent  of  the  3,700  homemaker- 
home  health  aide  programs  were  in  this  category — concurrently, 
proprietary  homemaker-home  health  aide  programs  leapt  from  a 
9-  to  15-percent  share  of  the  home  care  market.2 

Data  released  in  1977  by  the  Social  Security  Administration  indi- 
cate that  the  cost  per  case  of  these  pseudononprofit  agencies  and 
proprietary  agencies  is  much  higher  than  that  of  voluntary  nonprofit 
agencies.  Blue  Cross  of  Florida  reported  similar  findings  in  1976 — ■ 
these  data  are  submitted  as  exhibit  C  and  attached  to  the  original 
of  this  testimony.  The  development  of  pseudononprofit  industry 
points  to  the  need  for  stricter  controls  on  the  structure  of  nonprofit 
agencies,  both  in  the  medicare  regulations  and  in  the  Internal  Rev- 
enue Service's  procedures  governing  501(c)(3)  incorporation — con- 
trols which  have  been  advocated  by  sociologist  Dr.  Amitai  Etzioni  in 
his  recent  study  of  the  issue.3 

To  summarize,  the  National  Council  supports  broadening  the  scope 
of  home  care  benefits  currently  available  under  medicare  by  elimi- 
nating the  3-day  prior  hospital  stay,  the  homebound  requirements 
and  use  of  the  term  "skilled"  before  nursing.  It  supports  adding 
"homemaker  hyphen"  to  home  health  aide;  urges  that  the  conditions 
of  participation  for  home  health  agencies  and  the  monitoring  pro- 
cedures to  assure  their  compliance  be  tightened  up  and  that  home 
health  agencies  be  included  in  the  certificate-of-need  program;  and 
urges  that  the  situation  regarding  voluntary  nonprofit  agencies  be 
addressed  immediately  toward  the  goal  of  medicare  relating  to  these 
pseudononprofit  agencies  as  proprietary  agencies. 

1  U.S.  Senate  Committee  on  Government  Operations,  "Problems  Associated  with 
Home  Health  Care  Agencies  and  the  Medicare  Program  in  the  State  of  Florida,"  Wash- 
ington, D.C.  :  Government  Printing  Office,  1976. 

2  The  findings  from  the  National  Council's  1977  census  of  homemaker-home  health 
aide  programs  in  the  United  States  and  Canada  are  soon  to  be  published. 

3  Etzioni,  Amitai,  and  Pamela  Doty,  "Profit  in  Non  for-Profit  Institutions,"  a  position 
paper,  New  York  :  Center  for  Policy  Research,  January  1976. 
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Thank  you  for  this  opportunity  to  express  our  views  on  these  pos- 
sible very  significant  changes  in  the  medicare  program. 
[Exhibits  to  the  statement  follow :] 

Exhibit  A. — National  Council  Definition  of  Homemaker-Home  Health  Aide 

Service 

Homemaker-home  health  aide  service  helps  families  to  remain  together  and 
elderly  persons  to  remain  in  their  own  homes  when  a  health  and/or  social  prob- 
lem occurs  or  to  return  to  their  own  homes  after  specialized  care.  The  trained 
homemaker-home  health  aide,  who  works  for  a  community  agency,  carries  out 
assigned  tasks  in  the  family's  or  individual's  place  of  residence,  working  under 
the  supervision  of  a  professional  person  who  also  assesses  the  need  for  the 
service  and  implements  the  plan  of  care. 

national  council  definition  of  chore  service 

A  chore  service  program  provides  help  with  minor  home  repairs,  heavy  house 
cleaning  and  yard  tasks  which  need  to  be  carried  out  intermittently  to  maintain 
a  person  safely  in  his  own  home.  It  does  not  include  personal  care. 

The  National  Council  for  Homemaker-Home  Health  Aide  Services'  policy 
states:  Chore  services  fall  into  three  categories:  Minor  home  repairs,  heavy 
cleaning,  yard  and  walk  maintenance. 


31-664  O  -  78  -  17 
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EXHIBIT  B 


June  8,  1978 


Judith  LaVor 

Acting  Branch  Chief 

Long  Term  Care  Demonstrations 

Office  of  Policy,  Planning,  and  Research 

Health  Care  Financing  Administration 

Department  of  Health, ^Education  and  Welfare 

Switzer  Building 

330  C  Street,  S.W. ,  #5523 

Washington,  DC  20201 


Dear  Judy: 

Enclosed  are  the  National  Council 1 s  recommendations  .for  changes  in  the 
Conditions  of  Participation:     Home  Health  Agencies.    Adoption  of  these 
changes  would  strengthen  standards  in  some  instances,  clarify  language  in 
others.    These  changes  do  not  get  at  the  overriding  concern  we  all  have:  that 
home  care  should  be  available  to  people  who  desperately  need  it  and  cannot 
get  it  under  the  current  laws,  regulations  or  funding  available  through 
Medicare,  Medicaid,  and  Social  Services.     Since  this  is  not  your  immediate 
focus,  the  suggestions  we  are  mailing  you  today  do  not  touch  the  lack  of 
availability  of  funds  even  for  short-term  "custodial"  care  or  for  long-term 
care  at  home. 

The  changes  recommended  cluster  in  relation  to  specific  concerns: 

A.     The  homemaker-home  health  aide:    We  believe  that  homemaker-home 
health  aide  services  should  be  available  directly  or  indirectly  through 
every  agency  certified  for  Medicare.     See  the  suggested  change  in  the 
Conditions  on  page  8,  Section  405.1221(a). 

We  are  especially  concerned  about  agencies  which  accept  an  applica- 
tion for  employment  over  the  telephone  from  a  potential  homemaker-home 
health  aide  and  send  the  aide  on  an  assignment  without  an  in-person  inter- 
view.    However,  all  home  care  personnel  should  have  a  pre-employment  in- 
person  interview  so  our  recommendation  is  generally  applicable  to  all 
employees  rather  than  specific  to  the  homemaker-home  health  aide,  page  9, 
Section  405.1221(e) . 


Officers 
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We  are  also  concerned  that  some  agencies  provide  only  on-the-job 
training.     Relevant  to  this  concern  are  the  recommendations  that: 
evidence  of  education  and  in-service  training  be  included  in  the  per- 
sonnel records,  page  9,  Section  405.1221(e);  that  the  homemaker-home 
health  aide  shall  have  satisfactorily  completed  a  basic  generic  curriculum, 
including  a  practicum  or  field  practice  under  supervision  in  the  employ- 
ing agency  and  that  this  training  is  based  on  a  program  recognized  by 
DHEW* ,  and  that  the  agency  shall  provide  an  ongoing  in-service  education 
program,  page  15,  Section  405. 1227(c). 

B.  The  "skim  and  dump"  practice:    Agencies  may  take  the  ready  money, 
for  example,  a  Medicare  payment  for  the  number  of  visits  allowed  or  a 
fee  for  services  from  a  full  pay  patient;  and  when  the  money  runs  out, 
drop  the  service.    Relevant  to  our  concern  about  this  practice  are  our 
recommendations  to  add  requirements  for  documenting  patients'  status, 
the  reason  for  discharge,  and  the  documented  efforts  toward  needed 
continuing  care  on  page  16,  Section  405.1228,  and  for  a  system  of 
patient  care,  planning  and  evaluation  on  page  12,  Section  4Q5.1223Ca). 
An  example  of  such  a  system  is  a  problem-oriented  record-keeping  sys-tem, 
but  it  would  probably  be  unwise  to  confine  agencies  to  one  system,  since 
improved  systems  may  evolve. 

C.  The  profit  in  non-profit  institutions:    Under  current  IRS  and  BHI 
regulations,  a  privately-owned  home  health,  agency  may  incorporate  as  a 
private  non-profit  agency  and  accordingly  present  a  public  impression 
that  no  profit  is  involved.    The  owners  may  arrange  to  receive  large 
salaries  and  fringe  benefits  and  otherwise  profit  from  property  or 
business  associated  with  the  nonprofit  agency.    Relevant  to  clear  public 
understanding  of  this  type  of  arrangement  are  recommendations  CD  to 
differentiate  "privately  owned"  from  "voluntary  non-profit"  agencies  on 
page  3,  Section  405.1202 (e) ;   (2)  a  requirement  for  disclosure  of  owner- 
ship on  page  8,  Section  405.1221(b);  a  requirement  that  if  an  agency  is 
a  non-profit  one,    one  third  of  the  members  of  the  governing  body  have 
no  financial,  family,  or  operational  relationship  with  the  agency  (it 
would  be  even  better  to  have  this  requirement  for  both  profitmaking  and 
non-profit  agencies)  page  8,  Section  405.1221(b);  and  the  requirement  for 
the  public  accountability  of  a  published  annual  report  on  page  11, 
Section  405.1221(5) . 

D.  One  writer  for  all  patient  care  records:     We  are  concerned  about  the 
agencies  which  employ  a  professional  nurse  or  other  employee  who  may  work 
on  the  records  of  patients  never  seen  by  that  employee.     Therefore,  it 


*We  are  making  an  assumption  in  recommending  use  of  the  training  program 
"recognized  by  DHEW"  that  the  one  currently  being  developed  by  the  National 
Council  under  contract  with  the  Public  Health  Service  will  he  recognized  by 
all  relevant  DHEW  departments  —  aging,  social  services,  mental  health,  etc. 
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is  recommended  on  page  3,  Section  405.1202(d),  page  5,  Section  405.1202 
(n),  and  page  15,  Section  405.1228,  that  clinical  notes  be  made  by  the 
homemaker-home  health  aide  or  person  directly  providing  the  service  in 
the  home. 

E.  The  operate-in-isolation  phenomenon:     An  agency  which  assumes  no 
responsibility  for  helping  a  patient  to  meet  needs  outside  the  agency's 
own  services,  fails  to  participate  in  coordination  of  services  between 
agencies,  and  does  not  help  the  community  establish,  other  services  to 
meet  needs  for  which,  there  are  no  existing  services,  is,  in  effect, 
operating  in  isolation.    Relevant  to  avoiding  such,  an  undesirable  situa- 
tion are  recommendations  to  require  knowledge  of  other  services  in  the 
community  and  to  endeavor  to  help  the  patient  who  needs  them  ohtain  them, 
page  8,  Section  405.1221(a);  definition  of  the  locus  of  responsibility 
for  coordination  of  services  between  two  agencies,  page  9,  Section 
405.1221(g);  a  plan  related  to  community  needs  on  page  10,  Section 
405.1221(i);  the  system  of  patient  care  planning  and  evaluation,  page 
12,  Section  405.1223(a);  and,  again,  the  discharge  summary  on  page  16, 
Section  405.1228. 

F.  Evaluation:     You  asked  in  your  letter  that  we  speak  to  ways  to  develop 
measurable  criteria  for  performance  and  service.    We  have  tried  to  set 
the  framework  for  the  collection  of  useful  data  in  *he  recommendations  on 
definitions,  including  the  more  careful  differentiation  of  auspices, 

page  3,  Section  405.1202(e);  stated  need  for  institutional  planning  to 
be  related  to  community  needs  and  program  goals  and  objectives,  page  10, 
Section  405.1221(i);  a  published  annual  report,  page  11,  Section  405.1221 
(5);  a  system  of  patient  care,  planning,  and  evaluation,  page  12, 
Section  405.1223(a);  and  the  discharge  summary,  page  16,  Section  4Q5.1228. 

We  are  concerned  about  agencies  which,  limit  service  to  higb-density  areas 
where  travel  time  and  costs  are  lowest,  competing  in  charge-per-hour  with 
agencies  that  probably  have  greater  operating  cost  because  they  also  serve 
rural  areas.     However,  we  do  not  see  any  place  in  the  Conditions  where  a 
requirement  to  extend  agencies'  responsibility  could  be  written  in.  A 
certificate  of  need  requirement  would  help. 

It  is  believed  that  a  nutritionist  should  be  added  as  a  covered  cost 
for  service,  and  we  recommend  that  this  be  incorporated,  into  the  law. 

Under  Title  XIX  certification  for  Medicaid  generally  follows  the  require- 
ment for  certification  for  Medicare,  but  there  are  no  standards  for  personal 
care  workers  receiving  Medicaid  money,  and  there  are  in  effect  no  standards 
for  in-home  services  under  Title  XX,  nor  are  there  adequate  requirements  for 
standards  under  Title  III  of  the  Older  Americans  Act.     We  believe  that  these 
problems  should  be  resolved  at  an  early  date.    Consideration  might  be  given 
to  amending  Conditions  further  so  they  might  also  apply  to  Title  XX  of  the 
Social  Security  Act,  Title  III  of  the  Older  Americans  Act  and  the  Personal 
Care  Service  under  Title  XIX  of  the  Social  Security  Act.     Immediate  steps 
should  be  that  definitions  of  homemaker-home  health  aide,  chore,  and  related 
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programs  be  established  so  that  they  mean  the  same  services  in  all  parts  of  the 
country,  and  all  agencies  receiving  federal  funds  should  be  required  to  pay  all 
workers  at  least  the  federal  minimum  hourly  wage. 

We  would  be  glad  to  discuss  any  point  further. 

Sincerely,  • 

Peter  G.  Meek 
Chairperson 
Standards  Committee 


PGM:  get 
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(>U    7-7e  Kc^aationo  Ho.  5--Subp2rt  L 


Subpirt  I  Con<-.t;-3n-.  of  Pjrt.clpalion;  Horn* 

Sec 

405.1201  General. 

405.1202  Ce.lar.lana. 

(S3  405.1203-405.1203  delated, 
39  TR  2251,  Jan.  17,  197'.) 

♦05.1220  Condition  of  participation:  Com- 
pliance vlth  Federal,  Stale,  and 
local  laws. 

405.1221  Condition  of  participation:  Or- 
ganisation, aer-lces,  adminis- 
tration. \ 

405.1223  Condition  or  participation:  Orbup 
of  professional  persoaasl. 

405.1l'23  Condition  of  participation:  Ac- 
ceptance* of  patients,  plaa  of 
treatment,  medical  supervision. 

405.1234  Condition       of  participation: 

Stilled  nurslnj  service. 

405.1235  Coad'.-.loa  of  participation:  Tner- 

apj  services. 


405.1228  Condltloa^of  participation:  Clini- 

cal records. 

405.1229  Condition  of  participation:  Ei«lu- 

atlon. 

405.1230  Condition  of  participation:  Qual- 

ifying   to    provlJs  outpatient 
physical  therapy 

end/or  speech  prtholocy 

aerrlcea. 

Appendix— Addenda  for  Several  States  In- 
corporating Conditions  of  Par- 
ticipation Higher  Than  Those 
Imposed  by  the  Health  Insurance 
lor  the  A  zed  Program. 
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Subpart  L — Conditions  of  Participation; 
Horns  Hsalt^/.sincies 
AiTMoxrrr:    S;es.   1102.  13*2.  1342.  1170. 
1ST:   •O  St.\t.  6>T.  as  «mta«pJ,  "9  S:at.  3>5. 
13  S:»i.  325.  ~~>  S:ai.  331.  81  s--»i.  K3-S47: 
42  C  .SC.  1331.  1331  ct  seej. 

SC"RC£:  C'qo  prorislona  of  thin 
Subpart  X.  appoar  at  33TP.  1H090, 
At*.  Z7»  1953,  »»  aneniaa  at  33 
r?.  1S979,  July  16.  1973,  unless 
otherwise  no  tod. 


S  405.1201 

<s>  In  oidar  to  participate  as  a  home 
hesUa  agency  in  the  htalth  Insurance 
prosrain  forttwazed.  aa  lr.j'.Uu:ion  mini 
be  a  "ho.Ti»  ftsilcn  agency"  «i:tt!n  tha 
xncasinE  ot  section  18Sl(o>  of  Cis  Social 
Security  Act.  This  section  of  tha  lav 
statas  a  number  el  spwifle  rcerdremcnts 
vl-ich  auu  be  met  by  par  Uclpatlns  bom* 
hzaUh  asencics  aud  authorise  tse  See* 
relary  oT  Health.  Education,  and  Welfare 
to  prescribe  other  requlremtaU  soruld- 
eretf  necessary  In  the  InUreit  of  healtb 
and  safety  or  b;n»nelarte*.  SreUon  1391 
<o>  ot  the  Act  provides:  ■ 

(a)  Tae  Ural  Hoeae  nealta  ajsacr"  mow 
a  »;jner  er  prtTsut  organisation,  er 

a  subdUhUsa  of  tni*H  aa  af  tasr  er  orrtntTar 
tloa.  vhlca— 

11)  Is  primarily  enrafed  la  prerldln* 
««*-riee)  aurttnj mwIih u4 other tarrapeuua 

S«7T)tM:   

|2>  Xsa  poltstes,  i»UMHhi<  bjj»  jrt>uj>  of 
professional  persona*!  tuiot'iied  wtta  tb» 
»;e.-v;r  er  organlaaUea).  Including  eo»  or 
jr-o:«  pbrslctaaa  aad  oat  ot  more  risUterwd 
professional  bums,  to  joeem  ti»  ssrrlaea 
Irerrrrrd  ta  la  psraarapa  (1>)  *MeS  1:  pra» 
>ld*s.  asd  prorSdra  lor  suaarrlsloa  ot  such- 
service*  b/  a  paysUlaa  er  njliurH  _profaa- 
•ioaal 


f«)  la  the  earn*  of  aa  ageacy  or 

t!oa  In  any  Ssaxa  la  wMca  St»t»  er  aopU- 
cabte  local  Is*  provide*  for  tne  V.Teasla*  or 
ejsaetea  or  orrinirnion  oT  tau  aan,  (A) 
Is  Utossed  pvjsuaA*  to  mca  lav.  or  (3)  is 
approved,  by  the  ageacy  of  sues  State  er 
locslur  respoaslb!*  tor  licensing  ajne'.rs  or 
crjirx'-Ls-JoES  of  tat»  nature,  aa  n«r!=s 
standards  established  for  surK  I'.ejaiiry: 

f  S)  Ha*  La  eCee*-  aa  overall  plan  «i  bud j-sS 
t>.»:  the  Rqulnatsu  of  subsection 

(=);a=d 

(5)  Mseis  suea  otssr  eoad!t:t>3aa  ot  pir- 
ticipi;!os  sj  lh5  Srem»?7  cu7  a=d  rocos- 
»3u-7  -J=  ISo  l=l»r»3«  of  tho  hMlch  s=d  saTttr 
or  In^tTlduaU  7h»  w»  fum'-liwl  ar.la»  br 
•  •jci  a;«3cy  er  or^nLca:!oa:  cxeopt  thit 
*a;l  trr=»  sMa»  no:  Include  a  prlvat-  o.-yiEl- 
:s:!oa  t.M:h  la  not  a  sonpre^t  or;»aV=»t!oa 
*iT=pt  r.-om  TtCmX  Lncom-  tn.Ti-.lo.-.  undrr 
>«;;oj  J-31  cf  lni»rnsl  P.cTtr.a*  Coi»  cf 
IS il  (or  a  subdivision  of  su;b  or£uU*iloo) 
c U  Is  licensed  pursuant  lo  S:.iti  ls» 
ar.d  :e  rzrt\t  s-jco  addlitooal  and 


delete  skilled,  add  prof essIonaL 

the  governing  body  on  the  recommendation  of 

•    a  rtat  this  is  a  direct  quote  from  the 

garding  patient  care  polico.es.) 
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»r.<S  except  thut  Tor  pu:poie:  of  Part 
A  such  term  shall  rot  lndu-;  any  tjency 
or  organisation  which  U  p.-l:n:vrll}-  for  UlJ 
c»re  aii  treatment  of  mental  diseases. 

lot  The  requirements  included  In  the 
statute  and  the  additional  health. and 
safety  reqturerr.ents  prescribed  by  th- 
Secretary  ere  set  forth  in  the  conditions 
or  psrtici^ction  lor  home  health  agen- 
cies. 

§  40 S.  1202  Definition). 

As  used  in  this  subpart,  the  following 
definitions  apply: 

«a.>  Administrator,  home  health 
agency.  A  person  who: 


7* 


<3>  'Ha  training  and  experience  in 
health/  service  administration  nad  at 
least  1  year  of  supervisory  or  adminis- 
trative experience  In  home  health  care; 
or  related  health  projrami. 

<b)  Bstcws  or  equivalent.  A  set  of 
rules  adopted  by  a  home  health  agency 
for  governing  the  agency's  operation. 

(c)  Srcr.eJt  oSics.  A  location  or  sltr 
from  which  a  home  health  agency  pro- 
vides services  within  a  portion  of  the 
total  geographic  area  served  by  the  par-  j 
ent  asescy.  The  branch  office  is  part  of 
the  home  health  agency  and  Is  located 
sunciently  close  to  share  administration.  1 
supervision,  and  services  In  a  manner  I 
that  renders  it  unnecessary  for  the  i 
branch  independently  to  meet  the  condl-  ' 
tloas  of  participation  as  a  home  health 
agency. 

(d)  Clir.ieal  note. 
notation  b7 


dated  written 


of  a  contaet  with  a  patient  containing 
a  description  of  signs  and  symptoms, 
treatment  and/or  druj  given,  the 
patient's  reaction,  and  any  changes  la 
physical  or  emotional  condition. 

(e)  Kor.aroltt  agency.  An  agency  ex-- 
empt  from  Federal  Income  taxation  un- 
der section  501  of  the  Internal  Revenue 
Code  of  1354,  ,  ,  


delete  (1)  Is  a  licensed  physician;  or 
(2)  Is  a  registered  nurse 


is  a  full-time  employee  who 


<f)  Occupational  therapist.  A  person 

who: 

(1)  I>  a  graduate  or  an  occupational 
therapy  curriculua  accredited  Jointly  by 
the  Council  on  Medical  Education  of  the 
A=eri:a=  Medical  Association  and  the 
American  Occupational  Therapy  As- 
sociation; or 

(2)  Is  Visible  for  the  National  Regis- 
tration Examination  of  the  American 
Occupational  Therapy  Association:  or 

(3)  ?Iis  2  years  of  appropriate  experi- 
ence r.3  an  occupational  therapist,  and 
his  achieved  a  satisfactory  grade  on  a 
proficiency  cxantlnatiort  conducted,  ap- 
proved, or  sponsored  by  the  U.S.  Public 


the  individual  who  provided  the  service  to 


define  privately  owned  nonprofit  agency 

Voluntary  nonprofit  agency-    A  nonprofit  agency  which 

(1)  has  neither  individual  nor  corporate  shareholders;  ai 

(2)  has  a  board  of  directors  drawn  from  the  community, 
the  members  of  which  serve  without  compensation. 

—  (definitions  pertaining  to  each  discipline  should  be 
cleared  with  the  appropriate  national  organizations; 
a  definition  of  homemaker-home  health  aide  should  be 
added  to  this  section. 

Homemaker-home  health  aide:  The  homemaker-home  health  aic 
is  a  trained  home  care  worker,  employed  by  a  community 
'  agency,  who  carries  out  assigned  tasks  in  the  family's 
qr  individual's  place  of  residence.  These  assignments  ar< 
carried  out  under  the  supervision  of  a  professional  persoi 
who  also  assesses  the  need  for  the  service  and  implements 
the  plan  of  care. 


t05-1202(r)       Kegulations'llo.  5 


Healtli  Service,  except  that  such  dctcr- 
rr. '-nations  cf  p-oficlcncy  do  rot  apply 
vitii  r^.-aiot  to  persons  inUially  licensed 
ty  a  State  or  see&ins  Initial  qualification  • 
t-s  2n  occupational  thcrapiit  after  De- 
cember 31.  1077.  I 

(£>  Ozcupzlioncl  therapy  assistant.  A 
person  vho: 

<1>  Meets  the  requirements  for  certifi- 
cation as  an  occupational  therapy  uu£- 
ant  established  by  ilia  American  Occupa- 
tional Therapy  Association:  or 

(2)  Has  2  years  of  appropriate  experi- 
ence as  an  occupational  therapy  as- 
sistant, and  has  achtsvad  a  satisfactory 
'  graie  on  a  proficiency  examination  con- 
ducted, approved,  or  sponsored  by  the 
U.S.  Public  Health  Service,  except  that 
such,  determinations  of  proficiency  do  not 
apply  with  respect  to  persons  initially 
licensed  by  a  State  or  seelasg  Initial 
qualification  as  an  occupational  therapy 
assistant  aXter  December  31. 1977. 

In)  Parent  hame  health  agency.  The 
agency  that  develops  and  maintain*  ad- 
ministrative controls  of  subunita  and/or 
branch  ofncea, 

Il>  Physical  tlimplst,  A  person  -s-ho  Is 
licensed  r-s  a  physical  therapist  by  the 
State  in  uliich  practicing  and 

ll»  Has  gradual*!  I  ram  a  physical 
therapy  curriculum  approved  by 

tl>  The-  American  Physical  Therapy 
Association,  or 

lii>  The  Council  on  Medical  Educalton 
and  Hospitals  of  the  American  Medical 
Association,  or 

<lii>  The  Council  on  Medical  Educa- 
tion or  the  American  Medical  Association 
and  the  American  Physical  Therapy  As- 
sociation: or 

«2>  Prior  to  January  1.13 S3. 

ID  Was  admitted  to  membership  by 
the  American  Physical  Therapy  Associa- 
tion, or 

<ii>  Y/as  admitted  to  registration  by 
the  American  EecUtry  of  Physical 
Therapists,  or 

tlil>  lias  gra-iuated  Irom  a  physical 
therapy  curriculum  In  a  4-year  colleaa 
or  university  approved  by  a  State  depart- 
ment of  rtucation:  or 

<3>  Has  2  years  ot  appropriate  experi- 
ence as  a  physical  therapist,  and  has 
achieved  a  satisfactory  grade  on"  a  pro- 
ficiency examination  conducted,  ap- 
proved, or  sponsored  by  the  U.S.  Public 
Health  Service  except  that  such  deter-  ■ 
ruinations  of  proficiency  do  not  apply, 
•with,  respect  to  persons  Initially  licensed 
by  a  State  or  seeking  qualsflc^lon  as  a, 
pi:-- therapist  after  December  31^ 
107. :or 

'■;>  V/as  licensed  or  registered  prior  | 
t'>  J2:iuary  1.  1956.  and  prior  to  January 
X.  1070.  had  15  years  of  full-time  ex- 
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pcrlencc  In  the  treatment  of  lllr.cij  or 
Injury  through  tin  practice  cf  ptvysica! 
therapy  l:i  T.hlch  service*  were  rendered 
under  the  order  and  direction  cf  attend- 
in.=r  end  referring  physicians:  cr 

(J)    If   trained   outside  the  United 
State-. 

CO  Was  graduated  since  1923  ico:i\  a 
physic.-'.',  therapy  curriculum  approved  in 
the  country  in  vh'.ch  the  curriculum  uzj 
located  f.r.d  In  which  there  is  a  member  , 
organization  of  the  World  CcnfedcraUoa 
for  Physical  Therapy.  i 

<:l)  Meets  the  requirements  for  mem-  I 
bership  in  a  mioibtr  organization  o!  the  I 
World  Coafederatiaa  Ice  Physical  ) 
Therapy. 

(iil)  Has  1  year  or  experience  under  . 
the  supervision  o(  an  active  member  of 
the  Americas.  Physical  Therapy  Assocla-  | 
tion.  and  . 

<iv>  Has  suceessfuUy  completed  a  ! 
qualifying  examination,  as  prescribed  | 
by  the  Amarieaa  Physical  Therapy  As-  ■  ! 
sociatlon,  • 

<J  >  Physical  UwapUt  aaAlerJ.  A  per- 
son who  is  licensed  as  a  physical  thera- 
pist assistant.  If  applicable,  by  the  Stat* 
in  which  practicing,  and 

(1)  Has  graduated  frota  a  3-year  col- 
Icce-level  program  spprortd  b7  thr 
American  Physical  Therapy  Association; 
or 

(2)  Has  2  years  of  appropriate  experi- 
ence as  a  physical  therapist  assistant, 
and  has  achieved  a  satisfactory  grade 
on  &  proficiency  examination  conducted, 
approved,  or  sponsored  by  the  U.S.  Pub- 
lic Health  Service,  except  that  such 
determinations  ol  proficiency  da  not  ap- 
ply with  respect  to  persosa  Initially  li- 
censed by  a  State  or  seeking  Initial  quail-  • 

fi cation  as  a  physical  therapist  assistant 

after  December  31.  1077. 

.  CM  Physician.  A  doctor  of  medicine  or 
osteopathy  legally  authorized  to  practice 
medicine  end  surgery  by  the  State  la 
which  such  function  or  action  Is  per- 
formed. 

Il>  Practical  (vocational)  esrje.  A  per- 
son who  is  licensed  as  a  practical  (vo- 
cational) nun*  by  the  State  in  which. 

practicing: 

(m)  Primers  horns  keclVi  c;zr.cy.  The 
agency  that  is  responsible  for  the  service 
rendered  to  patients  and  for  implemen- 
tation of  the  plan  of  treatment, 

(n)  Progress  note.  A  dated,  written 
notation  by  n  moiVimi  ut  1MB  llJ.llth    1 V 

^e^s-jmrnariziiis  facts  about  core  and   U  the  individual  who  provided  a  service 
the  patient's  response  dur.r.j  a  given  . 
p:rlod  o!  time. 

to)  P/-or,-iff«r7   cjriKcy.  A    prltata  ! 
profit-making  ncer.cy  licensed  by  the 
Stnte. 
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«pl  Public  caency.  An  agency  cperated 
by  a  State  or  locnl  ccvernment. 

(q)  Pub.'-c  kecltk  nuru:.  A  reentered 
nurse  v.hohas  completed  2  br-.ccalauxeats 
decree  program  approved  by  the  Na- 
tional League  for  Kurslns  lor  public 
health  nucsins  preparation  07  pest- 
lejistercd  nurse  study  which  includes 
content  approved  by  the  National  Leasee 
lor  Kurslns  for  public  health  nursinz 
preparation. 

Cr)  Registered  nurse.  A  graduate  of  an 
approved  school  of  professional  nurslas. 
who  Is  licensed  as  a  registered  nurse  by 
tha  State  in  which  practlciny. 

(s)  SoricI  vork  csslstant.  A  person 
who: 

CI)  Has  a.  buccal a  areola  decree  In  so- 
cial work,  psychology,  sociology,  or  other 
field  related  to  social  wort,  and  hast  had 
at  least  1  year  of  social  work  experience 
In,  a  health  care  set  tin  j;  or 

f  2)  Has  2  yesrs-of  appropriate  experi- 
ence as  a  social  wort  assistant,  end  has 
achieved  a  satisfactory  grade  on  a  pro- 
ficiency examination  conducted,  ap- 
proved, or  sponsored  by  the  U-S,  Publlo 
Health  Serriee.  except  that  such  deter- 
minations of  proficiency  do  not  apply 
with  respect  to  persons  Initially  licensed 
by  a  State  or  seekrns  Initial  qualification 
as  a  social  work  assistant  after  Decem- 
ber 31. 1977. 

ft)  Social  toetker.  A  person  who  has, 
a  master's  decree  from  a  school  of  social 
work  accredited  by  the  Council  on  Social 
Work  Education,  and  has  1  year  of  social 
work  experience  In  a  health  care  settlne. 

(u)  Speech  pathologist  or  cuiioJopijt, 
A  person  who: 

(1)  Meets  the  education  and  experi- 
ence requirements  for  a  Certificate  of 
Clinical  Competence  In  the  appropriate- 
area  *  (speech  patholory  or  audlolojry) 
tranied  by  the  American  Speech  and 
Hearing  Association:  or 

12)  Meets  the  educational  require- 
ments for  certification  and  is  In  the  proc- 
ess of  accumulates  the  supervised  ex- 
perience required  for certineation. 

(v)  Subdiouio*.  A  component  of  a 
rr.ultl-fur.etibn  health  acerrey,  sueh'as 
th:  home  care  department  of  a  hospital 
or  the  nursing  di»Jjlon  of  a  health  de- 
partment, which  Independently  meets 
the  conditions  of  participation  for  home 
health  agencies.  A  subdivision  which  lias 
suburJts  and/or  branches  is  retarded 
as  a  parent  agency.  1 
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«v.)  S::bur.::.  ,\  sr::ii-.-vutony:i:ous  or- 
KAnijalion.  which  serves  patients  In  n. 
Ecocraphic  area  dirTtriiit  from  that  of 
tin  uo.rcni  arc:icy.  The  subu:»!l  by  virtue 
or  tlis  distance  bcta-e;-.  It  and  the  parent  ■ 
spciiey  is  judged  incapable  of  sharing 
administration,  supervision,  and  service* 
on  n  dally  b-ili  srKh  the  parent  azenev 
»nd  mujt,  therefore.  Independently  meet 
the  conditions  o*  participation  lor  home 
health  acenclts. 


fx)  Summery  report.  A  compilation  or 
the  psrtinent  factors  from  the  clinical 
notes  and  proireu  note*  Tecardins  a 
patient,  u  hieh  Is  submitted  as  a  summary 
report  to  the  patio's  physician. 

<y)  SuptrrUior..  Authoritative  prcte- 
dural  Guidance  b7  a  qualified  person  for 
the  accompllstancnt  of  a  function  or  ac- 
tivity with  Initial  direction  ana  perlodle 
inspection  c«  the  actual  act  of-  aecom- 
pliahinx  th*  function  or  activity.  Unless 
otherwise  provided  la  this  subpart,  the 
supervisor  must  be  on  the  premises  if 
the  person  does  not  meet  qualifications 
for  assistants  specified  la  lha  danniUona 
In  this  iwrftirt,  • 
{C3  405.1203— 453.1208  deleted,  . 
39  rS  2231,  Jas.  17. 
5  4  OS.,1 220  Condition  of  parlUJpalionJ 
Compliance  with  Federal.  Slat*,  and 
local  law* 

The  home  health  actney  and  Its  staff 
are  In  compliance  with  all  applicable 
federal.  State,  and  local  laws  and  regu- 
lations. It  State  or  applicable  local  law 
provides  lor  the  licensure  el  horn*  health 
aaeneies.  an  aseacy  not  subject  to  li- 
censure must  be  approved  by  th*  lleens- 
Ins  authority  as  tueetin?  the  standards 
established  1st  such  licensure.  A  pro- 
prietary organisation  which  is  no*  ex- 
empt Irocn  Federal  Income  taxation  un- 
der section  501  oi  the  Internal  Revenue 
Code  of  1934  must  be  licensed  as  a  horns 
health  asenay  pursuant  to  State  lav.  II 
no-  State  law  exists  for  the  licensure  of 
a  proprietary  home  health  aceney.  it 
cannot  be  certified  for  participation  In 
the  health  Insurance  prcsrarn. 
§  405.1231  Condition  of  participation  > 
Organization,  vertices,  adininislm. 
Con. 

Organization,  services  provided,  ad- 
ministrative eantreU  end  lines  of  author- 
ity for  th-  delegation  of  responsibility 
down  to  the  patient  care  level  2rs  clearly 
set  forth  In  vrrltin;  and  are  readily  Iden- 
tifiable. Administrative-  and  yipov'nWTji 


->  insert 


Standard.    Generally,  a  measure  set  by  competent 
authority  as  the  rule  for  measuring  quantity  or  quality. 
Conformity  with  standards  is  usually  a  condition  of. 
licensure,  accreditation,  or  payment  for  services. 
Standards  may  be  defined  in  relation  to:    the  actual  or 
predicted  effects  of  care;  the  performance  or  credentia: 
of  professional  personnel;  and  the  physical  plant, 
governance,  and  administration  of  facilities  and  prograi 


Clinical  management  functions  of  supervision 


^-Subcommittee  on  Health  and  the  Environment  of  the 
Committee  on  Interstate  and  Foreign  Commerce,  U.S.  Hous 
of  Representatives.    A  Discursive  Dictionary  of  Health 
Care,  February  1976,  pp.  3,  4. 
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f-jr.ctions  2re  not  delegated  '-o  another 
zrerc-'  or  orc.inlja'.ion  orsd  al!  smicrs 
net  provided  directly  are  monitored  and 
controlled  by  the  primary  arency.  ir.clud- 
inc  services  prov  ided  through  subumts  of 
the  parent  agency.  If  an  agency  has  sub- 
ur.its.  appropriate  administrative  records 
are  maintained  for  each  suburut. 


(a)  Stanford:  s-rrfces  rrosidid-Part- 
tbne  or  Intermittent  -e!*W*d  nurslns  -UJ 
services  iar.d  at  least  oca  other  thera-  k 
peutlc  gfevlca  (physical,  Jj^ech,  gQg   :  r 
cupational  therapy 3  "medical 


;  t  awial  serv-  is. 
til  aiJL  jli  iIllj)  must— 1\A 
be  made  available  on  a  visiting  basis.  In 
a  place  of  residecca  used  as  a  patient's  f~f 
home.  A  public  or  nonprofit  home  heal tn 


delete  skilled,  substitute  professional 

homemaker-home  health  aide  services,  and  supplies  and 
equipment 
or 

delete  s  from  services 


agency  must  provide  at  least  one  of  the 
QualLfylr.2  services  directly  through 
Bgency  employees,  but  may  provide  the 
second  qualifying  service  and  additional 
sen-ices  under  arrangements  with 
another  agency  or  organization.  A  pro- 
prietary noma  health  agency,  however, 
ir.ust  provide  all  services  directly, 
through  agency  employees, 
(bl  Standard:  Govtrr.ir.gbcKl'j. 


cress  or  each  unt 


(c)  Standard:  Administrator.  The  ad- 
ministrator. 


»Uuii.  V'-'JJltlar 


EtlOE 


and  directs  the  agency's  ongoing  func- 
tions; maintains  cnsoln;  liaison  anon; 
the  governing- body,  the  group  of  profes- 
sio-ir^I  personnel,  and  the  statf:  employs 
qualified  personnel  and  ensures  adequate 
stal  education  and  evaluations:  ensures 
the  accuracy  of  public  information  ma- 
terials and  gctivlf.es: .and  implements  an 
elective  budgeting  and  acco^Tr;  sys- 
tem. A  qualified  perscn  is  authorized 
writing  to  act  in  the 
rninistrator. 

<dl  S'.cr.dcrd:  S-jpeTL- 
or  rcgUUrcd  r.ursr. 
and  other  therapeu' 
ar»  und'r  ths  supervision  :ni  direction 


All  agencies  must  determine  the  range  of  other  services 
available  in  the  community  and  must  endeavor  to  provide 
either  directly  or  by  referral  such  services  for  patients 
as  needed. 


A  governing  body  assumes  full  legal  authority  and  responsi- 
bility for  the  operation  of  the  agency.    The  governing 
body  appoints  a  qualified  administrator,  has  responsibility 
for  professional  review  and  cpnducted  pursuant  to  section  I 
405.1222  and  for  appointment  of  professional  advisory 
and  reviewing  personnel,  adopts  and  periodically  reviews 
written  bylaws  or  an  acceptable  equivalent,  and  oversees 
the  management  and  fiscal  affairs  of  the  agency.  The 
name  and  address  of  each  officer,  director,  and  owner  are 
disclosed,  and  all  ownership  interests  (direct  or  indirect 
are  also  disclosed.    No  member  of  the  governing  body  may 
vote  on  matters  in  which  that  member  has  a  direct  financia 
interest.     If  the  agency  is  a  nonprofit  agency,  at  least 
one-third  of  the  members  of  the  governing  body  are  outside 
members,  having  no  financial,  family,  or  operational  re- 
lationship with  the  agency.  *■ 

organizes,  plans, 
supervision 


:scn  is  authorized  in 
e  absence  cf  the  ad-  I 

•jperriiiny  chysfcicn  [ 

tic  serv  ices  provided  f 


including  a  patient's  bill  of  rights  and  responsibilities 
which  shall  be  made  available  to  all  patients  and/or 
representatives, 

delete  skilled;  add  professional 
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of  n  i^y>icir.n  or  .-.  r*cisH-r«!  r.urse  Cr'r.3 
prifcraNy  has  at  teast-1  )t:>r  o!  nurtlris 
experience  ap.d  11  r.  public  health  r.urse). 
Tli:s  pt:->r>-..  or  sinulaily  qusiifitJ  alter- 
nate-. 1-  available  ?.t  ?ll  titr.es  du.-l^c 
oprrili.  c  hoars  mid  partici;<?tc.3  in  a!l . 
activi;i.-i  relevant  to  the  p:o:»\j:o:;zl 
s:rv: zzz  provider!,  Including  the  develop- 
ing of  qualifications  and  ?;;lrrnrr.ints  of 
personnel. 

(3r*  CosoKtlrut.  M»^ic>.us«:*.j.  Nr-  Jar. 
acj.  «jd  r.bod*  Isli.-.d  Aiaini*  In  lha 
AppiaClx.) 

<e>  Standard:  Personnel  policies.  Per-  j 
sonnel  practices  and  pn'.len:  care  are 
supported  by  appropriate,  written  per-    ;  \ 
sor.nel  policles-fecrsannerrecorcs  Indus- 
J;'j  ^3scripti03S.1c;U3'.iaca,-ions.  licensure.  L 
performanci  cvaluatiorts.tarijT.a3?l>.  eg-  TT 
xmlnations,  and.  are  kept  cTCfenC      *>v  | 

<f)  Standard:  Penor.ml  under  hourly  77* 
or  per  visit  contracts.  tl>  If  personnel 
under  hourly  or  per  visit  contracts  art 
utilized  by  the  horn*  health  ajer.cy,  there 
Is  a  written  contract  between  such  per- 
sonnel and  the  agency  dearly  Ctslj- 
rtatins:         "  • 

CD  That  pallenU  ere  accepted  for  cars 
only  by  the  primary  home  health  a;ency. 
•il »  Hie  services  to  be  provided. 
•iiO  The  neces.'ity  to  conform  te>  all 
applicable  o-eney  reticles  including  per- 
sonnel Qualiftealion*. 

«iv>  The  re*  portability  for  participat- 
ing In  developinc  plans  or  treatment, 

<v)  Tlit  manner  In  which  services  will 
be  controllcd.ycoordti'.alcd.  end  evaluated 
by  theprimary  ngerlcy. 


All  Dersonnel  must  have  a  pre-employment  in-person 
interview,  which  provides  indications  that  the  individual 
is  able  to  meet  the  requirements  stated  in  the  job 
description  and  communicates  effectively. 

for  all  categories  of  personnel 


lvi>  The  procedures  for*  submlttlaar 
clinical  and  pro  cress  notes,  scheduling  of 
visits,  periodic  patient  emluatlon,  end 

lvi:i  The  procedures  for  detrrVntrij 
charges  and  reimbursement. 

(g>  Standard:  Coordination  ot  paiiinl 
services.  All  personnel  providing  serrlees 
maintain  liaison  to  assure  that  their  ef- 
forts eff cetlvely  complement  one  another 
Mi4  support  tha  obieatlrw  culllned  In 
the  plan  of  taeatsieriUTJJs  dl.-Jeal  rec- 
ord  ccslnutca  of  casc  conferences  estab- 
lish thai  effective  lairreherisa.  reporting 
»Jid  coordinated  patient  evaluation  dosa 
occur.  A  vriUen  summary  repart  for  each 
patient  is  sent  to  the-  uttcndlrjz  physician 
frtliast  every  50  cays. 

Ch)  Star.dcrd:  Service;  andrrcrrsrije- 
v.ents.  Services  f-J-u  p.'uf.j. j.j1i  t? 


evidence  of  education,  in- 


-service  training, 


supervised 


A  The  locus  of  responsibility  for  coordination  of  services 
between  two  agencies  must  be  clearly  defined. 


>  provided  with  another  agency  must  be  subject  to  a  written 
contract  conforming  with  the  requirements  specified  in 
405.1221(f)-1 


^-Medicare  Surveyor  Form 
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'11  Si:r.icrd;  Irjii'.utior. 

rr:t:Dn  cf  the  sove.-rJr.j  tody 
sn  overall  plan  ir.d  e 


-eta 


(1)  /.n.-.txl  operating  bxdoet.  There  Is 
»n  annual  op-ratln;  budset  which  in- 
cludes ell  anticipated  Income  and  ex- 
peases  related  to  Items  which  would, 
under  generally  accepted  accounting 
principles,  be  considered  Income  and  ex- 
pense items  (except  that  tt  is  rot  re- 
Quired  that  there  be  prepared.  In  con- 
nection with  any  budiet.  art  Hera  by  iters 
lder.tiSeatiaa,  of  the  components  or  each 
type  of  anticipated  Income  or  expense*. 

<2>  Ccpitcl  expenditure  p.'crt.  (!) 
There  Is  a  capital  expenditure  plan  tor 
at  least  a  3-year  period  (Including  'the 
year  to  ■which  the  operating:  budaet 
described  In  paragraph  (IHl)  of  this 
section  Is  applicable),  which  Includes  and 
Identifies  L-i  detail  ths  anticipated 
sources  of-  financial  for.  and  the  objec- 
tives of.  each  anticipated  expenditure  in 
excess  o"  $1CO.OCO  for  Items  which  would, 
wider  generally  accepted  eccour.tirj: 
principles,  be  considered  capital  items. 
In  determinlaz  if  a  s!c»le  capital  expert- 
-diture  exceeds  $100.c;0.  the  cost  of 
studies,  surveys.  designs,  plans,  workinj 
dra-lr.es.  specifications,  and  other  ac- 
tivities essential  to  the  acquisition.  Im- 
provement, modernisation,  expansion,  or 
replacement  of  laud,  p'.ant.  buildinj.  and 
equipment  ere  included.  Expenditures 
directly  or  Indirectly  related  to  capital 
expenditures,  such  as  grading,  pavinj. 
broker  commissions,  taxes  assessed  dur- 
lns  the  construction  period,  and  costs 
involved  in  demolishing  or  rarinz  struc- 
tures on  land  are  also  Included.  Trans- 
actions T.hich  are  separated  In  lime  but 
are  components  of  an  overall  plan  or 
patient  care  objective  are  viewed  in  their 
entirety  without  regard  to  their  timing;. 
Other  costs  related  to  capital  expendi- 
tures Include  title  rees.  permit  and  li- 
cense fees,  broker  commissions,  archl- 
•  tect.  lesai.  accounting,  and  appraisal 
fees:  interest,  finance,  or  carrying 
charges  on  bonds,  notes  ar.d  other  costs 
Incurred  for  rx>rrowlhg  funds. 

<U)  If  the  anticipated  source-  of  such 
financing  Is.  la  any  part,  the  nnticlpated 
retaburseseat  from  title  V  (Maternal 
and  Child  Health  and  Crippled  Chil- 
dren's Services)  or  title  XVIII  (Health 
Insurance  for  the  A;ed  ar.d  Disabled) 
or  title  XIX  (Grants  to  States  for  Medi- 
cal Assistance  Pro-ams)  of  the  Social 
■  Security  Act.  the  plan  states: 


has  a  mechanism  for  a  conscious  planning  process. 


which  encompasses  a  statement  of  goals  and  objectives,  a 
program  plan,  an  annual  operating  budget,  a  staffing, 
equipment,  and  capital  expenditure  plan.    The  program  plan 
should  reflect  an  effort  toward  coordination  of  the  agency' 
home  care  program  with  other  services  in  the  community. 
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(Sec 


(a>  Sicr.Ccrd:  Duties  of  t\e  rcSTstsrci! 
r.;:rsc.  The  rejistcrcd  nurse  rn^':c;  tho 
lr-i'.inl    evaluation   visit,'"  rcsuUrly  rc- 
eTAlcates  the  patient's  nursing  need;. 
liiiLlat^s  tha  plan  ot   treatment  and 
necessary  revisions,  provides  tliois  serv- 
ices   requiring    substantial  specialized 
cursing  skill.  inili.ites  npproprlalo  pro-  ■ 
veniiv*  end  rehabUitilivo  nursing  pro-  j 
cccurea.  prepares  clinical  End  progress 
Eotea.  ■Cj.u'JU.jUi  nnliM.  informs  the  li. 
physician    and    other    personual    of  y 
changes  In  the  patient's  condition  and 
r.e;ds,  coucssls  the  patient  and  family  < 
in  meeting  nursiaj  and.  related  needs,-  I 
paracipataa  in  inserric*  prosrams.  and  ' 
supervises  and  teaches  other  nursin;  I 
pjrsonniL 

<b)  S.'andsrd.-  Dulia  oj  Via  UesnseO. 
preeiieol  r.irs*.  The  licensed  practical 
nurse  provides  j  try  ices  In  accordance 
viih  agency  policial,  prepares  clinical" 
and  progress  notes,  arc.il^ts  tlio  phaEslclaaa 
and/or  rerUUrcd  nurse  In  pcrTarmlna 
specialized  procedures,  prepares  equip- 
ment and  materials,  for  treatments  ob- 
serving aseptic  technique  as  required.- 
yiv^  <><gT«>Y  the  patient  in  1"  "fn*ng  ap— 
propria;*  3*U-car»  techniques, 

^33  12  12090,  Augasfc  27, 
2953,  aa  aaaaadad  at  33  TR 
18SU7,  333c«ab»r  18,  1968;  •' 
38  za  18978,.  July  16,  19727 

§  403.1325  Condi  liaj»  of  parltopalMau 
Th  mpjr  Mrricee. 

Any  therapy  services  offered  07  the 
home  health  assoey  directly  or  under 
arranjement  are  given  by  a  qualified 
therapist  or  by  a  qi.ml  inert  therapist  as- 
sistant coder  the  supervision  ol  a  quali- 
fied therapist  in  accordance  'with  the 
plan  of  treatment.  The  qualified  ther- 
apist assists  the  physician  In  eroluatlur 
level  of  function,  helps  develop  the  plan 
or  treatment  Crevlsinz  as  necessary), 
prepares  clinical  and  pi  ogress  notes,  ad- 
vises and  consults  vrlth  tho  Tamil?  and 
other  agency  personnel,  and  participates 
in  Lisa/rice  programs. 

(a)  Standard:  Supervision  of  pTiuiicot 
IherapUl  assistant  and  occupational 
therapy  assistant.  Scrvlcci  provided  by 
_a  qualified  physical  therapist  assistant 


_^    for  all  patients, 


has  responsibility  for  coordination  of  services 


265 


212    9/75     Regulations  ilo.  $— Subpart  I.  105.122? 


or  fiu:.V.fi:cJ  cccisnatlan.-it  therapy  assist-  1 
*r,t  miy  t:  furnislttrt  ur.tKr  l?:e  supervi- 
sion c!  r-  r-.ii'.iTiO;'.  pN>s;c.-,.l  cr  cccupa- 
tior.--l  theva        A  physical  tti=r.-.;.'.st  as- 
sistant or  occupational  ther.v>y  c-ii:-tnnt 
perfo.-i.-.s  sc-r.  Ices  planned,  delected,  and  1 
supervised  by  the  therapist,  assists  la  : 
prep.irlnc  clinical  notes  and  progress  re-  j 
parts,  and  participates  la  cdusaticj  llss  ■ 
patient  and  tastily,  and  la  lnservice  1 
programs. 

Cb)  Star.dcrA:  SuzsrvisSoB.  of  speech  ' 
thereby  sir-jieex.  Speech  therapy  scry-  J 
leas  ?rc  provided  only  by  or  under  super-  | 
vision  o:  a  guaUa*d  speech  pathologist 
or  audioloslst. 

/33       12090,  August  27,  I 
1958,  as  aaaaaaa,  at  3$  FR 
19250,  Ootobar  1,  197.1;  38 
IS  18973,  July  16,  19737' 

§  405.1 2Z0t  Conditio*  of  partieiBsliant 
ilcJical  social  xnicrfc 
Medina!  social  scrrleeaw  when  provided, 
are  Given  by  a  qualified  social  corner  or 
by  a  qualified  social  wort;  assistant  under 
the  supervision  or  a  quailed  social 
worker,  and  In  accordanc*  with  the  plan 
of  treatment.  Tha  social  worker  assists 
tho  p!iy.'!jlaa'«id  other  team  numbers 
In  understandlac  tha  sJsnlficant  social 
and  emotional  factors  related  to  tha 
health  pros-lews,  participates  In  the  de- 
velopment of  tho  plaa  of  treatment,  pre- 
pares clinical  and  prowess  notes,  works 
with  ths  family.  uUUzes  appropriate 
community  resources,  participates  in  dis- 
charge planning  and  lnservice  prosraau, 
and  acts  aa  a  consultant  to  other  aceacy 
personnel. 


§  403.1227  Condhlon  or  participation: 
Home  health  old?  services. 
Home  health  aides  are  selected  on  the 
basis  of  such  iaetors  as  a  sympathetic  | 
attitude  toward  the  care  cf  the  sicV. 
ability  to  read,  write,  and  carry  cut  direc- 
tions, and  maturity  end  ability  to  deal 
effectively  with  thr  demands  of  the  Job. 
/.Id?s  are  carc:u'.iy  trained  In  methods 
of  assist -nj  patients  lo  achlire  maximum  j 


31-664  O  -  78  -  18 
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self-reliance,  principles- of  nutrition  p.nd 
ric.-.l  preparation.  t!.c  neiii"  process  and 
crr:'.l;!-.a)  ito'j'c;:);  c!  iHi:C3s.  procedures 
lor  r.i:>btt»l;Un::  a  clean,  healthful,  and 
pleasant  environment,  chanjes  in  pa- 
tient's condition  that  should  be  retorted, 
vori  of  the  r-'jency  and  the  health  team, 
ethics,  confidentiality,  nnd  recordkeep- 
ing. Tiiey  arc  closely  supervised  to  assure 
theJr  competence  in  providing  care. 
(Sc»  Connecticut  and  Ortcon  Addenda  la 

fa)  standard:  Assignment  and  duties 
of  the  heme  health  aide.  The  homo  health 
aid:  U  a&slcned  to  a  particular  patient 
by  a  registered  nurs».  Written  iiv» Unc- 
tions Xor  patient  care  are  prepared  by  a 
registered  nurse  or  therapist  as  appropri- 
ate. Duties  Include  the  performance  of 
simple  procedures  as  an  extension  of 
dtrr.py  services,  personal  care,  am- 
bulation and  exercise,  household  service v 
essential  to  health  care  at  home,  assist- 
ance with  medications  that  are  ordinarily 
self-administered,  rcportine  chances  in 
the  patient's  conditions  and  needs,  end 
completlns  appropriate  records. 

<b)  Standard:  Supervision.  The  rep-' 
Uti red  nurse,  or  appropriate  professional 
staff  member.  If  other  services  are  pro- 
vided, makes  a  supervisory  visit  to  the 
patient's  residence  at  least  every  2  weeks, 
cither  when  the  aide  Is  present  to  observe 
md  assist,  or  when  the  aide  is  absent,  to 
assess  relationships  and  determine 
whether  goals  are  beins  met. 


(See   Ibuisachusetts  Addendum  In  th» 

Appesdfat.) 

Jyi  TR  12090,  August  27, 
1°53,  as  amsnded,  at  33  HI 
1S5U8,  December  18,  I9S8; 
38  IB  18973,  July  16,*  19737 

of  participation: 


A  clinical  rccordrcor.tainlns  pertinent 
past  cud  current  findiitcs  in  accordance 
with  r.cceptcd  professional  standards  is 
maintained  for  every  patient  reccivins 
home  health  services.  In  addition  to  the 
ptsr.  of  treatment  (sec  i  •J0S.]i23<:.> ). 
tli'j  record  contains  appropriate  identify- 
ing information;   name  of  physician:  l 
dry;;,  dietary,  treatment.  jinJ  activity  I 
orders;  tidied  nnd  dated  clinical  and  I 
pror.rcsi  no'.Ci  (clinical  no'.cs  are  writ-  I 
ten  the  day  service  Is  rendered  and  In-  I 
corpco.atcd  r.o  less  often  than  weekly):  ', 


(c)  Standard:     Initial  and  continuing  training  of  the 
homemaker-home  health,  aide.    The  aide  shall  have  satis- 
factorily completed  a  basic  generic  curriculum  which  is 
recognized  by  D/HEW.     It  requires  a  practicum  or  field 
practice  under  supervision  in  the  employing  agency.  An 
ongoing  in-service  education  program,  provided  at  least 
quarterly;  for  the  homemaker-home  health  aide  is  required 
to  naintaia  and  improve  skills  and  to  add  new  knowledge 
for  added  competence. 

written  by  the  individuals  who  provide  services  and 


A 
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cop;-:.-  or  vi.-r.rv.ary  rcrorU  vtit  to 
Iih;sic:.-.:i:  r.nc:  r.  Uisc-li.-.ir.e  auuv.i.=:y. 

fi>  S£i:n£<»d  -  Jlclcntirtr.  ef  records. 
Clinic;!  rceo.rts  rrc  rctainc;'.  for  r.  Scars 
r.flcr  the  month  the  cost  report  tc»v.h:cn 
ihe>  rjcoriii  ai>i>1y  is  filed  with  the  4::ter- 
wediary.  unlsss  Slate  lav  stipula.rs  * 
)e>i-rcr  period  oC  time,  l'olicies  vrovide 
for*  retention  even  if  the  limne  r.e.v-n 
keency  discontinue*  opcnUam.  II  J 
patient  is  trauiferred  to  another  health 
facility,  a  copy  of  the  resort  or  Abstract 
'accompanies  Uw  patient. 

<b)  Sicnierd  :  Protection  of  records. 
Clinical  record  Information  is  safe- 
Cuaidcd  a*ainst  loss  or  unauthorized  use 
Y/ritten  procedures  govern  use  and  re- 
moval of  records  end  conditions  for  re- 
lease of  Information.  TaUeni's  T-ttten 
consent  Is  required  lor  release  oX  infor- 
mation not  autharizrt  by  law. 


e  403.1229    Coition  or  paHletpaliont  - 
Evaluation. 

Tn-  hose  health  ajeney  has  fritlca. 
polrfes  r^ulrlnz  en  overall 
of  the  crer.ey-s  total  prosram  ct  least 
once  »  sea_-:by  Uw  r-rou?  of  profwsioaal 
PemV*vnScl  ,or  a  committee  of  tha=rouy>. 
homo  health  weney  staff,  and  eon- 
•umers;  or  by  professional  people  cut- 
side  U?e  wener  w>r*toB  VSKS 
tion  with  consumers.  The  eralaation 
eoiWtsof  an  Dverall  P*«*^ 
trattve  revin*  an;l  a,  dln:eal  record  re- 
Vic*  The  evaluation  assesses  the  «teafc 
to  which  the  acacey's  proaraa*  u  M»- 
^  adequate,  effect** .  «d !  cO- 
elent.  Results  of  the  evaluation  arc  W- 
£rt*  »  »»d  acted  upon  by  tliose  re- 
Iponslb'-e  for  the  operalioa  of  U«  ajcney 
rifi  are  maintained  separately  as  ad- 
ministrative records.  .... 

(a)  Star.ahrd:  f  oJiey  C»'-l  e4wt»W»«- 
ftercrta*  As  *  part  of 
p'o-C5S  the  policl-s  and  art=-.>...st.-Ui^. 
practices  of  the  =r.*ncy  are  misndfto 
detcrr.i:r.s  the  extent  to  which  Umj  P-f- 
rnott  pa'.ier.t  c.-.re  that  Is  r.^rc?r.a;c. 
adequate,  circttivc.  and  elScisn-  .•*.*-•- 
are  estaV-thed  in  «nW  for 
t'le  rotation  cf  pertUient  data  to  a*- 
sAt  1»  evsluauon.  The  dila  to  bs  con- 
sid-  r,d  n,Sy  fetfhMte  ft* 
to-  rvu'.-er  <-f  parents  rrcJ.'.:r-..T  e.v  a 
Vrviie  offered.  l«'n:ber  of  pati-.-nt  vis::*. 


The  discharge  summary  shall  include  patients'  status 
on  admission  and  at  time  of  discharge,  summary  of  . 
services  delivered,  reason  for  discharge,  and  provision 
for  needed  continuing  care. 


Section  1229  should  follow  Section  1222 


at  least  annually 
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rc.--i        /or  eltTch'.rce.  brea?cc!v*~n  by 

p\!;:::'_>  r.a:  accepted  Willi  ;cs^ws.  r-.::d 
total  5lr.f  days  fw  c?.cii  scivicc  c.'icred. 

(b>  s:crrtcrd:  CUr.ierl  Tf:orH  rcvi'tr.  ; 
At  !:asi  r.uarterly.  cri>vopjii-.tc  health  ; 
pro.'c^ioi.ali  rc-prc'encm;:  at  lm>l  t!:e  ■ 
scop-'  cf  j>rci;.-.vm.  review  a  crni;>!c  of  i 
both  t.7'.:ve  and  closed  clir.lr.M  records 
lo  tuat  established  po'.icics  are 

Xollovi-J  lu  piovid-.ns  service*  (t.'lrect 
*er-r!ees  as  ~ell  as  services  tiv.der  ar- 
ian;cn-.ent).  Trier*  is  a  conlinwinj  re- 
view or  clinical  records  for  each  CO-diy 
pcrisd  that  a  patient  letclves  home 
health  servios  to  determine  adequacy  ; 
or  tYtz  rlart  of  treatment  ar.ct  appropri- 
ateness o:  ccctui  cation  ol  care. 

5  -JC5.1230  Conditio*  of  parlwtoatlwu 
Qualif»>i»2  lo  provide  oulVnlicnl 
pliy>tcal  lltenny  or  >r*c**It  juilndw-y 
*«-»!«*». 

Ca>  Section  1531  fp)  of  the  Social  Secu- 
rity Acs  procldw  in  pertinent  part  as 
Xotlors:  "  • 

(?)  Ti»  tetsx  "ourpaUaat  physical  tiwrapy 
ssrv!t»T  r=i»ca  ptiyMsal  tMrspy'  Wnicis 
firsliisd  b7  a  proTiisr  of  ambus.  a  dials, 
a  re>.-.s:tlt»::oa  ajar.ey.  or  a  puVJs  health 
ajeaey.  or  by  o$i»t»  ucitf  an  wssjraeai 
>•::!>.  sad  t=tf*r  th»  supsrrtsl-ju  of.  aoeh 
proTfiw.  etlui*  rababU Hat lori  ajjaer.  cr 
publts  &satr*i  »3Wrj  to  an  i^ilriduil  u  aa 


Tbm'  Uzsa  'ourpatUak  pbysUal  ttunpy 


al--o  Inettrde*  apsveS  patlw»!o-y 
»:.-v'.r»»  furr.t-htd  l.y  ».  p.-wlCrr  «,t  wrtlrra, 
*         .  rchibllu^Uo:.  ajcinry.  or  by  a  pulilto 

l:-i:;*;i:cat  Willi.  u:>d»r  ttw  e-jr*rvl.;Iot» 
or.  !>;».-.   c!ii:tc .  rctsaMllratiou 

=-cu»r.  or  pebtle  l»a>:u  aainey  to  fcidirla- 
at  »n  ou:-^»:iiiit.  subj-ci  to  tna  rauil- 
tl>ni  pr^ribtfl  la  thU  subatctloa. 


To)  As  3.  provider  oT  services,  a  home 
health  agency  may  qualify  to  provide 
ojtpatieat  physical  therapy  or  speech 
pti'Usiozy  services  If  such  acency  meets 
the  statutory  requirements  or  section 
lSSKoV  of  the  Act  and  coraplica  vrlth 
oiher  healtl;  aud  safety  reouirecients 
p.-e=cri'asd  by  the  Socrctarj-  for  Lome 
h-at:>i  agencies,  iiid.  additianally.  Is  in 
corr.piiar.ce  ".vitii  applicable  health  and 
safety  requirements  pertaining  to  rer.di- 
tio.-i  of  outpatient  physical  therapy  or 
speech  pathology  ser  vices.  Tlie  applicable 
heaUh  and  safety  rtquircmenU  perlaln- 
la2  to  outpatient  i>liystcal  thirapy  or 
speech  patholpjy  services  are  Included  in 
t!ie  ccndiUons  of  participation  In  Sub- 
part Q  of  thU  part.  (See  $5  403.1717. 
405.171S.  <05.1719.  103. 1721.  403.X722.  and 
4D3.1723.) 

j&S  TR  IS978,  July  15,  i?73j 
hi  33-20371,  ItyZlj  19751 
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t.U    7-76  r.EGUL-'vTlOMS  KO.  $  -  SUB?;JVr  L  Appendix 


AfRSen — AaMrs-ps  to*  S»:»--.e»t.  Status  *»»- 
covM*r.>'e  CoNDniiTis  or  I\>r.TieT»\v.-:ow 
>ltiiic*  Titan  Tsio--s  I.Mioir.o  vi  tiic 
Itr.vVTII  iKsnaaNCi:  »Oi:  IMC  Ar.ro  r«C5«M 

*53r:;i.v  to  1  4o5.ir?i(d) 
I'ursusntto  ihu  provl:lona  or  section  leSJ 
o:  title  *vm  o:  the  Act.  there  src  t.;.prov.:d 
the-  fellcnvtur.  hljher  eu:id::lo:-s  or  perMcl-  , 
yr.tloa  Til»tlns  to  r.-ency  supervision  rp-  . 
pllaUg  la  these  States  Identifies  below:  j 

eON-KICTiewT 

Aeeney  lupcrvHion  co.idSHon.  Th»  bom*-  I 
iriito  »;e.--rr  d**i;natcs  a  pliyjlelan  or  itf  ! 
isi^red  proi-salona!  nun*  qualified  ft*  a  pub> 
J:c  health  nun*  director  or  nursing  super-  | 
TL-or  to  superrfs*  the  t^eucy's  perfoiraaec*  . 
la  providing  boat  hnUt  *errlee»  la  accord-  • 
aneo  vlth  the;  oilers  ol  the  pbyilciatt  re-  j 
sponsible  foe  the.  core  of  the  patient  mud  . 
vnrt-r  h  p'.»n  o:  treatment  established  by  the  I 
pbj-leUn,  The  fotloaln:  qual'.ucfaUoas  apply  I 
to  the  superrUor  >sd  director: 

(a)  Supm-kor.  (1)  Torens  Aacbt?  a  pops-  I 
Iction  of  vjatt  tKan  30.000.  The  minimum  i 
rjttaUncnUana  for  a  nunlus  supervisor  are  a  ] 

'  baccalaureate  degm  f  rota  a  university  pro-  I 
trrn  In  nurslnj  approved  by  the  "National  j 
J-cJrrue  for  Nursing  for  nubile  hetUth  nunlor  \ 
preparation,  and  a.nunlrnuat  ot  3  years  of  1 
experience  In  a  public  health  r.ursln;  pro-  j 
piun  under  qualified  aunln;  supervision 
vlilca  Included  auperTlTjry  responsibilities.  | 

(2}  Torrnj  fiartnj  a  population  of  30.000  or  j 
Jess.  Any  nunln;  supervisor  snail  be  at  least: 

(1)  A  registered  nurse,  licensed  to  practice 
In  Counectlcut,  with  $  years  of  experience  as 
a  nurM>  In  coarse  of  a  llxtlnz  nurse  a£*aey 
o*  other  fcorao  health  «ce"cy:  °r 

(it)  A  tectstared  none,  licensed  to  practice 
In  Connecticut,  with  a  baccalaureate  decree) 
la  nursing  and  3  years  of  experience)  In  a 
Tijlttn;  ncnta  agency  or  otUer  bom*  health 
agency. 

(b)  Dlmlor.  VThns  a  unit  tarmgh  -which 
home  nenlta  aerrlcea  aro  prorldcd  reachea  a 
total  Dumns  staff  of  9  to  13.  dtpendbtj  upon 
the  number  of  towns  Involved  and  area 
served,  a  CjuaUasd  public  health  nurslas  di- 
rector shall  be  employed  In  addition  to  too 
nurslnj  saperrtsoc.  The  erualUSeatlon*  for  tie 
dL-e-lor  are: 

(1)  Preferred.  A  master's  desre*  irlth  a 
xnnjsr  la  puulie  health  burslr.;  adinlnls&ra- 
ten  f  r  siiper-rtsloei  front  a  university  p  roc  ram 
sppr-w.U  by  the  National  Leiijuj  for  Nursln;. 
or  a  Master's  dc^reo  Ui  public  hcal^t  from  a 
university  program  approved  by  the  Ameri- 
can rublle  Uealtii  Asaorlatlort.  and  at  lc:jt  S 
ycu-s  cT  e.xper!cnci>  In  2>ub1tc  health.  r.ur.^li«.  . 
lacludlrn;  2  years  under  quAltftcd  supervision  I 
ar.d  3  years  as  ifc  supervisor. 

(i)   AeeepTcWe.'  A  baccr.lnurcaU  dejre*  I 
fror.v  a  vnlwrslty  prc-t:r-_nj  la  nursln-  r.r?-  : 
prorcd  o?  tbs  National  1/ra^u*  for  Nur>in- 
for  public  hoattii  riur>ln^  yreparatloti.  eup-  ( 
p!rr:irr.tcet  by  r-pprovrd  co*.:--::  la  public 
h-ralth  nuTjIn.-  r.upcr»l:lon  ami  cdrnliilatm-  | 
ton.  r.nd  nt  least  0  years  of  e.-recrlrnro  In 
public  hral'.h  nur<Sr:.-.  luvludl:i-  2  year*  uu-  / 
d;r  cju.ilLttd  c\ipcrvUlon  raid  3  years  ra  a  i 
supervisor. 
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JLf.r.rj  »&J-fTl>!Cii— CtoiwIjliM.  The  l:or.i* 
hci.!:h  »cc»ry  e-;'c'">:>-'  a  priy;!rt.-»r»  o.-  rcf- 
l»::.-ed  prorrr-ioicvl  ms.-.-e  qii.tlir-eit  «:  a 
puu:lc     h.T.M'.li     nurM.i;     Orcclor  H"cV:>r 

trAlc-  o:  It-.c  M>:k'  h-.-.tO  *.;.-:.'.)•.  tnr  inirj- 
Inr:  «rv:rc  atmt:  be  vu-Ztt  ihr  t'l.-cct'.ori  or  a 
xerls'.cred  prof  carious!  nunc  c,i:allf.cd  aa  a 
public  he*U!i  mi.-jinc  director  and/or  sur.er- 
»l»or.  All  home  health  retTieii  ahall  b*  pr» 
•elded  la  arco.-tl.-v.ic*  vtlh  the  order*  of  a 
phyilclau  rcipoiislble  for  the  eare  of  the. 
psllrnt  and  under  a  plan  of  irtkincnt  ciitb- 
J  Ljrwi  by  suck  iitijacirau 

(a)  Pob.'ic  Health  Nurtlny  Olralat  qn«U 
S,ic=tiou.  Tli*  public  health  nuralne*du-*e> 
tor  U  ourrenUy  llceaard  to  pracite»  profes* 
iloual  uurebig  by  tii*  Slat*  utd  meets  lb* 
fultcn«liic  rcnuUcmenta: 

/.  mailer**  dc-£TT»  yrlth  »  major  In.pnblla 
h t.V.iii  MnUij  adnilnlstratUrft  or  ar.ptrriatnrt 
from  n  pro-rAin  rpproved  by  Hi*  .NstlCKiaL 
1^>;ut  for  Nursing  or  a.  muter**  flf^tc  In 
pubita  healta  Jrmit  'a,  p.-o;rr.«r.i  cpureved  by 
Uio  American  Puhlla  Health  AatociaUoa.  and 
a*  least  s  yrara  of  progressively  reapoaalbl* 
eij»:btict  In  public  health  nunln;  or  com- 
stunlty  health  nurainx.  rort*  cf  trhtsh  should, 
be  la  aupcrrbiao,  leach  inc.  and/or  oamutta- 
Uon. 

<b)  hWIe  JrcaIfA  J/itrjfii?  SuparaOo*-. 
quoU/iatiiovu.  Tli*  public  health  suralng 
aupetT'sur  met  la  the  Jot  lor*  ^ij  minimum  xa> 

qulreaienla:  • 

A  tnaaur'a  itgm  In  nursing  from  a  pre— 
irrsm  »?prorri  by  In  a  National  I*a-u*  for 
Sfurslrte;  and  1  year  of  experience  la  a  In  mil  7- 
c entered  public  health  r.uralrrr  projrrarai 
uhleJt  lusludcd  aoparrlaory  responalblliuea, 
or  a  bMcAlaiinrat*  depw  from  a  program  tp» 
pre»«4  by  tb»  Katloaal  L»ra£v.c  for  K  undue; 
fee-  public  haaltn  numri,-.  p;»para£Joa  and  2 
jrcsn  of  the  abeva-deaerlbfd  espeiSeuce. 

JiV»ty  anaorWw  cMncTHfom.  Tha  h«n» 
hc»l;h  ar-eacy  dtnlsratea  a  physician  or 
Je'Utered  profertlaeval  riune  qualified  *>  a 
punl'o  health  aaat  director  or  suparvtsar  to 
ciiperrh*  tlx  *jter»eT*a  rtcrformaac*  la  pro» 
y!c:i:i;  jMj.-na-heal  h  aarrlera  In  acmirt  in«n 
vlih  order*  of  the  pltysteian  rvapanalbta  fee 
the  car*  of  th»  aad  trndsr  a  p"jta  of 

trrvni-nt  cataMliiwd  by  aueb  phy*irlan.  Jq 
the  rrrn:  that  a  phys!eiait  U  dealsnaied  to 
a-.-prrriia  the  acatwy'a  aenlexa.  the  r.iualoi; 
arrvlre  chalt  br  uiidvr  tl>*  di.-estleei  or  a 
rc5!!lere4  urofeutanal  m.*yi  p.ualiCed  a»  a> 
pttulte  hrrJ;!i  nun  directar  or  su|>:ntaor. 
T>.s  toSlnitc  a.-e  the  r*?ulren\«ita  for 
euitiiyiM.t  pj  a  puUls  h:»l:h  r.urae  dirretor 
or  juprrrl-^jr: 

(a)  D.reeTor.  A  public  liea'l.-.  nun:  direc- 
tor has  completed. 

•(!)  A  r.ir— tet'a  dr;re»  proj.-Ain  accredited 
by  »h»  Nniion.-vT  I/t:h:vc  fnr  Nuraln-  with)  r» 
ji-iMr.-  t:tr-J:»r  lu  tursrvUVjn.  tesrtUirtr;.  c»:i- 

*tti.-ly  In  ».  cIlMlr-.il  »;>«r.aily:  cr  a  mjjlrr.i 
prcjijsi  In  p-.iKle  hrnltli  In  r.n  li:»;:;u:ion 
ercri.St-d  -DJ  the  A=>erl:.>:\  TuWlc  llcAlth 
Av-.%cU:t?n:  and 

(?1  yi»c  years  of  exnerle-.re  In  yvi*"-,c 
^^a:l^  nurilrf.  I  year  c*  -.vhicli  ahall  l.a\c 
fce-:i  In  a  i\:prrvl%ory  e^;.r.-«:•.ee. 

(a)  Si:;>erk-i>or'.   A   p-.i>.:ic   Bcatt!i  nunr 
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7-  76 


r.V.V..xv.-.;7...„.it»  ».„._.,  which  lv :!v^:l 
tcr.'.  by  t;,u  National  t<rV>'r  f:r 

KMrili.;  .-or  puWi:  l.-il-l,  tu.-.tr.:-  t.-<P\ri- 


(I)  Tiirto  jtw.1  of  eMjicr.'cr-cu  In  pui>:i:  i 
>ica:;li  r»-j:itns  v:rJc-  quulu.ji  r.urjiriff  ! 
»uj»r»l.;:ou.  j 

»II03X 

Afevey  aspsrvtstm~f9K£itlon.  the  homs  | 
J>eal-.h  *«i!~Ka;ca  a  phyii.-:-n  o.-  ! 

rc£U:»:ctf  professional  niu»  q--iv.::':<u  t»  a 
public  health  nu.-»  t'lrector  ta  tfcect  the 
t;cacy*  linlwi,  lit  the  rr»ni  thai  a  r>h)M- 
elan  li  the  artrnlr»!»nr.:or  or  the  hoi-15  hea'ta 
r-ECBsy.  th?  nu=il-^  service  shall  fc*  ^r.<J--r  ' 
th»  dutctlaa  or  a.  jrjWtml  professional 
jivrvo  ciualLYid  »  ».  public  he.-Cvh  nunc 
director.  All  hor.i-  health  ec-rler*  tMatl  bo 
prc.V.d«d  la  accordance  Wta»  the  order!  or 
Ihe  phjsl»l»n  -responsible  for  the  care  or  the 
patient  r.=J  voder  n  p!an  of  irraurwwl  es- 
l»UI*S*d  S>y  such  phn'r'-tn. 

Pr> bJie  /VcrJffc  ?/u»i»p  Dirceter—  q:n?>/-.-c» 
f£o>u.  The  nuraUig  director  must  meet  cne 
of  the  ioCowlcs  requirement; 

(a)  Prcftrrat.  A  rnaatcr*a  de-ree  w!t>>  a 
B>»jar  In  pu'jlle  hratUt  xitmlne.  otolnWrj- 
llon.  en^er»l>ion.  or  specially  from  a  vnt- 
Yersliy  prc^rasn  approved  by  tha  SSattosial 
I^fajrue  for  JJu.-alnc  or  n  rrtasler'a  tfcjreo  In 
public  health  Xrora  a  university  prc^riin  ap- 
proved by  the  American  Public  Kv^.r.  Auo- 
clatlcn::  *»;d  vllh  r.  minimum  of  a  7-nn  of 
•x;icrlcr*eo  a  ecncrcl&zea  public  hra'iib, 
lturalns  acrvlce  tmCer  qualified  supcrrlaKa 
and  xrlih  rjpcr>Uoiy  cxyeraoco  lo  a  public 
beaUh  iiumnc  Cheney. 

(b)  /cerp:ob.V.  A  baccalaureate,  decree 
Xroirt  a  uplrrrshT  pre-rram  In  nunlu;  ap- 
proved by  lie  National  League  for  N-j.-.tr.; 
for  jniblte  health  nuislir-  preparation  sup- 
plemented by  approved  couiu*  la  fuM<  . 
>.eal:»  Miriiss  auperrbcoa  end  at2r4U.k:tra- 
tlo:i.  and  »l  least  5  year*  of  espJriir.e*  la 
pu'Jtia  health  r.uri'.nj.  bielueilnc  3  year* 
unJer  quauaed  supervision  and  3  years  a;  a 
■uiterrUor. 

aaestovM  ta  }  ouui 
lvrjjarit  ta  the  proTtelans  of  section  1553 
or  t!:l*  XVlll  or  fee  AeJ.  tr.««  S  r.pr.-ov?d 
the  tM'j-.V.r..-  h!;her  cori<»»tl»:»  t-J  >i:il;lya- 
tlen  jetatL-.;  l->  t'je  A«r!f.ty  Crci-p  cr  1T^- 
f-rilonr.t  J>c'.ao:'.l'.el  l:i  U:«  Suic  lUintiiia 
brlon: 

'  wrvr  jicmst 
A<T»-irc^v  ?ra:;p      prc/.-ju'e.KsJ  j.rrji::-:?: — 
n>rir;::fn.  r.V.cict  covc;lti»  j^ii'.ct!  r.  :ri:.-.j 

C/'.l-.rr  lr:f.-.i;.c:.--':  i<.-.)rrj.  o':J         -,.■>-  I 
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•I::tJ  !>■»  -.  y.V.lz  ?.-rrr)-.l.  i.-.ir 

<•;  l*J    Vhlj  rri"v 

:.r.-:.:s:  (;|  ri.  jcf. U',.-y 


CI)  CU.-.- 


JNJ  r-rui;  ».-.—-.>:.-  p.-  ru?«r.»;r,m  or  K«  j.ro- 

t!»r  »>eacy. 

(c)  ITii  j.?iy»;;Ui»  r-.>:.-»lrera  of  th*  Ad- 
>bory  C.:w>  «im  »-.  liiUon  •w'.rt  lln  County 
irc-.lirsl  SoiWty  aid  l:r,l»-rp.-et  c;*ucy  uvritat 

(c!y  2:  t» e.->r»V«  f—       rroup  to IneluC* 
V.y  prrvcmi  r.-i03:;:r;,-iMj  Iti  IicaJlii" 
fcrvj  »Uo  to  7a*o  %       j  no?  ot  proTRslqual 
n^m*nteU*e9  such  n  toclal  waricar;  »u»rl- 
liMbe  tfx«cb,  ph]rV~»*.  wi  oeBUpMloml 

*ior?t>*  ro>  I  t»s.l»« 
to  th*  provl-rtatu  of  »«lltm  J8C3 
of  ttllo  XVU:  of  Un  Act.  t  net*  tura  »paro»crt 
th»  felte»t»e  hl-S-r  coadltbtM  of  pvUclpa- 
tlor»  zv'aUaz  to  I'lilstj  nunlae  ctrrltu  la 
thai*  S»»  Wcnlii«»  betaw: 


stis*a  -*m*-.y  tenrftm  tmanm*  sw»iit4 

Jiiujlii—  santrs  Js  pnrrlUrt  by  or  uuttr  th» 
»uptrv  ia!an  of  »  >uiiio  fjralth  btuilnc  sw^cr- 
>)icr  cu-mK;  lleorJ-d  by  th«  Slnl*. 

|>>  ymfmtanaZ  oailsj  jottftJ  itnMcfc 
(17!*  pggtfMaM  I  lO&UMta)  ar*  rppii- 
e*bla.) 

tt>)  J-uW  VNttk  ir*m*f  Snptnbo*- 

su.ienlMf  must  baa* .»  hwftwtt  ds%r*m 
Iro-_-i  n  vinJir.^iry  prasftuk  fc»  tiwslnz  ap- 
pro-rtf  by  t£a  Zfetloaca  Lcasao  for  Hurting 
for  pu'Jl«  UnJUi  sen!ns  p:apv*Uon,  nd  K 
n!:ilnuin  oC  2  jsara  of  o,-\llflW»  M  n  pwUf  v 
hrollh  nunlsE  pcoct».T»  tiodtr  qu&U&M 
r.u.-ilan  aujrantslan  whlca.  ludMcWd  super- 
Tbor;  r«qwo»>saui»» 

cation*.  tr»  |  ioxnirt-i 

C.3?»  f  405-12*.) 

(ej  MwCttt  ssnhy-*;[fet  fTJ»»  pro»»- 
lU>-i»or  HOiavt)  aro  a?>U>AMo.) 

IO  JV»«ft»i«t  A" we-  C— «.  (3» 

 -> 


>.-  ilrctter  cnC/or  cirri  rr-rlvic-.  (Oc»  }  ',0i» 

jiiior-i  iu»»r-.r»  . 

>:r5ltK:  ;rrr!jr  it  fri*»M?d  »y  »T  Wi-Jcr  llio 
•jp-.-rrt-.l3n  «»r»  rj-ii:ir.cit  pu>.:ie  h:a!ll>  nuri- 
t-   »•:p^^^^Jr  curritiUj  Ji;t:»jiJ  by  tlic 
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1     (3/76)       Regulations  Hp.  $—  Sub?- 


LOj'.1222 


(c)V/hethsr  the  proposed  capital  ex- 
pmdlturc  1j  revjir-;<!  to  conform,  or  Is 
Wf.eXy  ta  fco  rcq'-iirci  to  conform,  to  cur- 
rent. star.'iarJs.  criteria,  or  plans  devel- 
oped pursuant  to  the  Public  Health  Serv-  , 
Ice  Act  or  the  Mental  Retardation  Faelll- .! 
ties  and  Community  Mer.tri  Health  | 
Centers  Construction  Act  of  1953.  to  meet 
the  seed  lor  adee/jate  health  care  faelll-  I 
ties  In  the  area,  covered  by  the  plan  or  | 
plana  so  developed; 

-  <b>  "Whether  a  capital  expenditure 
proposal  has  been  submitted  to  the  desig- 
nated pianolas  a»ency  for  approval  pur- 
suant to  seetloa  1122  of  .the  Social  Secu-  I 
rity  Act  (42  U.S.C.  1320a-»  and  lmple- 
raentlcz  regulation*;  and 

<e>  Whether  the  designated  planntns 
aieoey  has  approved  or  disapproved  the 
proposed  capital  expenditure  It  It  has 
been  so  presented. 

(3)  Preparation  ef  plan  and  bvdgti. 
The  overall  plan  and  budget  Is  prepared 
under  the  direction  of  the  governing 
body  of  the  home  health  ajency  by  a 
cominltte*  consisting  o*  representatives 
o!  the  Eovemlnz  body,  the  administra- 
tive staff,  and  the  medical  staff  (if  any! 
ot  the  home  health  sjeney. 

I4>  Annuel  revitto  of  plan  and  bnlyet 
The  overall  plan  and  budget  Is  reviewed 
and  updated  at  least  annually*  by  the 
committee  referred  to  In  paragraph 
fl)  f3>  of  this  section  tinder  the  direction 
of  the  governing  body  of  the  home  health 
agency. 

(33  FR  12050,Au2.27jl968,a3 
amended  at  33  FR  l86U7,Dse. 
18,  1968 j  36  FR  7050,  Apr  .Hi, 
1971;  38  FR  18979, JuV  16, 
1973,1*0  FR  2U325,Juna  $, 

1975;  ho  FR  56661,  Oac.1,,197^) 


J  403A222  Coinltttna  or  parlleinalloiti 
Crouji  of  profr;»o»al  jwneaiitl. 
A  trrrmtuof  professional  panann»T. 
T/hleh  includes  tit  Jciist  on?  pbyjlcliui  and  ' 
one  registered  nurse  (preferably  tv  pubMa 
Jierlllj  nurse),  curt  vrlth  cuproprlate  rep-- 
re yenfaiiart  f rem  ot'.ier  professional  dis- 
ClpliRtfjJSS^SSSS  rji  Jar-JiiHIyrcv7cvv3~ 
Uie"  r-seucj'a  poIlclaT^Ovemlnc  s:(  i;e  cf 
services  orTcrcd.  ad.)tl?s!an  rnd  iil:chnrsc 
policies.  rr.ecllcsl  Mtpcrviston  nnd  p!.-.ns 
o:  ticntir.ent,  crr.crctncy  care,  elinlccl 
records,  pe:ionr.#l  c.ualLTic?tio:jy.  »nd 
program  evaluation.  At  lei»3'.o?ia  mealies 


public .  .- 


V 


advisory  committee  representative 
vided  by  the  agency,  and 


of  the  services  pro- 


-Wer 


tttpicrc 


!  Uit  itijency. 


and  administrative  personnel 
recommends  policy  to  the  governing  body 

At  least  two  members  of  this  group  shall  have  no  final 
fLil"  or  operational  relationship  with  the  agency  o. 
any  affiliated  agency. 
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41  (3/76)      j        Rcftwlatioss  Ho.  $—  Subpart  I.      7V  2/7C 


tc.)  S'.c.r.tlr.rd:  Advisory  r.nd  evaluation 
function.  The  ;»oup  of  profci«!on?.I  pw- 
tonnc"  rr.ccli  frequently  to  »-<iii:=  the 
asency  o:\  piofc*«!cnal  l.«lli.<.  to  partici- 
pate In  the  evaluation  of  the  agency's 
program.  r.nd  to  asrist  the  KUCnCy  In 
ma'r.ilaLVns  lir>.!son  with  other  hc-.llh 
cue  providers  In  the  community  and  itt 
Its  corruaurCty  information  p:-o?«:n.  Its 
mcitinss  fie  documented  by.  dated  mln- 
utts.  V>  

(S»»    Bt»  Jersey 
.Appendix.) 


Addcadura 


■f^      signed  and 


4 


§405.1223  Comlhion  of  parllorollon; 
Ati«pl»nr»  of  pallcula,  plau  of  treat- 
xicnl.rurtlical  w|Mni.«iu. 

Patients  arc  accepted  for  treatment 
on  the  baiU  of  a  reasonable  expectation 
that  tu*  patUnf a  medical,  nurslnr.  and 
social  need*  can  bo  wet  adequately  by  the 
asency  In  tho  palitnt's  plae«  of  .resi- 
dence. Caro  follow*  n  written  plan  or 
treitinrnt  esUbiUiied  and  PirtadieaUy 
reviewed  by  &  physician,  and  car«  con- 
tinues under  the  supervision  of  a 
physician. 

<a>  Slender*:  rten  o/  tVeof  atenfc.  Tbo 
pl»u  or  treatmanU  cUVAWsd 


 con- 

iultaUoa  with,  the  ajeaey  stoic/covert  oil 
pertinent  diazaoas*.  Including  mental 
status.  typ»s  ot  serrlea*  wad  equipment 
required.  frequency  o?  rfslts. protasis, 
rehabilitation  poUntlal  functwnal  lim- 
itations, activities  permitted.  nuUltlonal 
requirements,  rncdlcatious  and  treat- 
ments, any  safety  measure*  to  project 
azahist  injury.  Instructions  lor  timely 
cUseharea  or  referral,  and  any  other  ap- 
propriate Items.  IT  n  physician  refer*  a> 
patl-nt  under  *  plan  of  treatment  whlea 
cannot  b*  competed  nnUl  alUr  an 
evaluation  Tfciit,  the  physician  1-  con- 
sulted to  approve  addition*  or  modifica- 
tions to  the  orisUss!  plan.  Ord'.-rs  lor 
thcr-ipy  services  include  t-.e  spssinc  pro- 
cedure* ar.d  rasdaliUts  to  used  and 
the  amount,  frequanry.  and  duration; 
The  therapist  and  other  a:er.:y  person- 
nel  .participate  In  developing  th*  plan  oi 
treatment. 

(b)  Standard;  Perfsd/e  restra  of  piss 
of  tre«ijrwnr,Trre  total  plan  ot  treatment 
Is  reviewed  by  tho  attending  physician 
and  hams  health  ac*ney  personnel  as 
often  as  tho  severity  of  tha  patient's 
condition  requires,  but  at  least  onr* 
every  60  days.  Asency  profession*!  siaS 
promptly  alert  thi»  physician  to  any 
changes  that  surest  a  need  to  alter  the 
p'.ati  of  treatment. 

(c)  Sicndcrd;  Con/orricncc  tslih  phy- 
sician's orders.  Drujs  and  treatments  ore- 
administered  by  ajency  s'ait  only  as 
ordered  by  the  phy>iclan.  The  nurse  or 
therapist  immediately  records  and  slsrts 
oral  orders  and  obtains  the  phj-'.cian's 
counrcrsicnature.  Asrnry  staff  chec>  all 
medicines  r.  patient  m:.y  he  taV.::j  to 
identify  possibly  tricrteclive  druj  thrrajiy 
or  adverse  reactions,  sljnlftrant  side  ef- 
fects, druz  allcigles.  and  con:rAlni:c.-,.t?d 
medication.  *.cd  promptly  report  any 
pro'jlcni  to  the  physician. 

S  403.122  I    C>i»liiiofi  i>r  rMiW^iiM, 

SI. ill  id  luriln-  »cr%?ec.  -t-^. 

The  home  hcaltli  cscniy  provides 
-T^rrred  nursing  service  by  cr  u.-.d?r  the 
supervision  of  a  rccj.steicd  »:-_-rve  cr.d  i:» 


S  405.1229  should  be  placed  under 
S  405.1222  and  sections  should  be  renumbered 
accordingly 


A  system  of  patient  care,  planning,  and  evaluation 
is  evident  in  every  agency.  It 


delete  skilled;  add  professional 
^■-£^delete  skilled;,  add  professional 
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HSA'.TH. -HJUCATIOM.  4  V/sU*«8  AO-MINISTRATION  POLICY  ANO  PLANNING  AND  STATISTICS 


health  insurance  statistics  ^;.„ 


EXHIBIT  C 


MEDICARE:  UTILIZATION  OF  HCM£  HEALTH  SERVICES,  1974* 


Both  programs  under  Medicare  cover  home  health 
agency  services.  To  qualify  for  HHA  services  a  ben- 
eficiary must  need  intermittent  skilled  nursing  care 
or  physical  or  speech  therapy.  Other  reimbursable 
services  are  occupational  therapy,  medical  social 
services,  and  home  health  aide  services.  Covered 
services  also  include  medical  supplies  (other  than 
drugs  or  biologicals)  and  the  use  of  medical  ap- 
pliances. -  ' 

Coverage  under  the  hospital  insurance  (HI)  part  of 
the  program  provides  for  payment  of  the  reasonable 
cost  of  up  to  100  home  health  visits  during  a  benefit 
period.' 

The  visits  must  occur  in  the  year  following  a  fcenefi- 
ciary's  most  recent  discharge  from  a  hospital iStay  of 
at  least  3  consecutive  days.  A  plan  of  treatment 
must  be  established  by  the  patients  physician  within 
14  days  after  discharge  from  the  hospital  or  skilled 
nursing  facility.  The  services  must  be  necessary  for 
further  treatment  of  a  condition  for  which  the  pa- 
tient received  .services  in  the  hospital  or  skilled 
nursing  facility.  ^ 


Home  health  services  under  the  supplementary 
medical  insurance  (SMI)  part  of  the  program  are 
limited  to  100  visits  within  a  calendar  year,  after  the 
deductible  ($60  in  1974)  is  met.  No  prior  stay  in  a 
hospital  or  a  skilled  nursing  facility  is  required. 
Otherwise,  the  requirements  for  coverage  are  the 
same  as  those  under  HI.  SIC1I  may  be  used  for  home 
health  visits  after  benefits  under  HI  are  exhausted. 

The  Social  Security  Amendments  of  1972*  made  the 
following  changes  in  HHA  coverage,  which  grea:ly 
affected  utilization  and  costs: 

•  Eliminated  the  20-percent  coinsurance  for  SMI 
coverage  of  home  health  services  furnished  on  or 
after  January  I.  1973. 

•  Authorized  the  Secretary  of  HEW  to  establish, 
by  diagnosis,  periods  of  coverage  for  home  health 
care  under  the  hospital  insurance  part  of  Medicare 
for  individuals  with  specified  conditions.* 


'By  Wayne  Callahan.  Program  Statistics.  Division  of  Health 
Insurance  Studies.  The  reliability  of  estimates  was  prepared  by 
James  Beebe. 

'A  beneli!  period  begins  wild  the  first  day  a  palieni  receives 
inpatient  hospital  or  skilled  nursing  services  and  ends  after  60 
consecutive  days  in  which  the  patient  was  neither  an  inpatient  of 
a  hoi.iii.il  nnr  skilled  nursing  facility.  There  is  no  limit  10  the 
number  of  benefit  periods  a  person  may  have. 


^Title  XVIII  of  the  Social  Security  Act  as  amended  by  P  L 
92-603  (H.R.I).  Oct.  30.  1972. 

•'Under  the  1972  amendments  (Section  228  of  P  L  92-635 1, 
the  Secretary  is  authorized  to  guarantee  payment  under  bo>r:; :! 
insurance  for  posthospital  home  health  services  provided  :h.:s 
the  individual  has  a.  medicul  conditional  specified  by  the  Secre- 
tary and  provided  the  individual  is  eligible  for  home  health  bene- 
fits 
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•  Allowed  payments  for  services  that  the  home 
health  agencies  did  not  know  and  could  not  reasona- 
bly have  been  expected  to  know  were  not  covered. 

•  Extended  Medicare  protection  to  persons 
receiving  social  security  benefits  based  on  disability 
or  end-stage  renal  disease.  This  coverage  "began  in 
July  1973. 

The  wage  and  price  controls  under  the  Economic 
'Stabilization  Program  may  have  influenced  home 
health  agency  reimbursement  and,  therefore,  utili- 
zation between  1971  and  1974.  These  controls 
began  in  August  1971  and  remained  in  effect  until 
April  1974  for  the  health  care  industry. 

HIGHLIGHTS 

Home  health  bills  recorded  under  the  Medicare 
program  for  the  aged  and  disabled  during  calendar 
year  1 974  revealed  the  f ollowing: 

—Persons  receiving  reimbursable  services  num- 
bered 393,000,  a  rate  of  16.5  per  1,000  enrollees; 
they  incurred  total  charges  of  $147.5  million,  an 
average  of  $376  per  person  served. 

—Ninety-four  percent  of  the  persons  served  were 
aged,  and  the  remainder  had  a  status  of  disabled  or 
end-stage  renal  disease  only! 


—  About  8.1  million  visits  were  provided,  an 
average  of  20.6  visits  for  each  person  served. 

—Ninety-six  percent  of  total  charges  recorded  were 
reimbursed, 

—Forty-seven  percent  of  the  persons  served  re- 
ceived fewer  than  10  visits;  2"percent  received  100 
visits  or  more. 

—Sixty-five  percent  of  the  visits  were  for  nursing 
services,  23  percent  for  home  health  aide  services, 
and  JO  percent  for  physical  therapy  services. 

—Two-thirds  of  the  visits  were  covered  under  HI 
and  one-third  under  SML  •  .* 


UTILIZATION 

In  1974,  reimbursements  for  home  health  services 
exceeded  $141  million,  slightly  over  1  percent  of 
total  reimbursements  under  Medicare  (table  1). 

While  total  Medicare  reimbursements  increased  in 
each  year  shown,  the  number  of  home  health  visits 
and  amounts  reimbursed  for  home  health  services 
decreased  in  1970  and  1971.  A  low  point  was 
reached  in  1971,  well  under  1  percent  of  total  reim- 
bursements. This  decrease  was  due  to  new  policy 


TABLE  1.— Total  Medicare  r*imb«nes»nt,  relmboneiaee*  for  bom*  health  services,  and  number  of  horn*  b**ltb  visits  under 
Meditau*,  calender  years  1969-75 


On  th«*aaada> 


Total  Medicare 

Homo  health  agency 

Horns  health 

Year 

reimbursement 

reimbursement 

visits 

■  As  portent 

Amount 

Amount 

of  total 

Number 

change 

change 

reimburse  " 

change 

cinnae 

1969.,. 

$6,274,361 

S78.081 

1.24 

8.534 

1970... 

6,743,198 

7.5 

61,513 

-21.2 

.91 

5.986 

-29.9 

1971... 

7,451,526 

10.5 

56,749 

-7.7 

.76 

4.755 

-20.6 

1972 . . . 

8,159,753 

9.5 

65.748 

15.9 

.80 

5.182 

9.0 

1973 . . . 

9,523.139 

16.7 

92,319 

"  40.4 

.96 

6,310 

21.S 

11,742,827 

23.3 

141,461 

53.2 

1.20 

8.070 

27.9 

1975  . 

14,277,266 

21.6 

208.493 

47.4 

1.46 

10,500 

30.1 

Source:  Social  Security  Administration,  unpublished  utilization  statistics,  amounts  reimbursed  by  period  expense  incurred,  as  orSep- 
tember  1976. 
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guidelines  issued  by  the  Social  Security  Administra- 
tion in  August  1969  that  defined  more  precisely  the 
levels  of  home  health  care  for  which  reimbursement 
is  allowed. 

Reimbursements  for  "  home  health  services  in- 
creased significantly  in  1972  and  in  each  subsequent 
year.  The  increase  in  utilization  after  1972  was 
stimulated  by  the  provisions  in  the  1972  amend- 
ments which  expanded  payments  and  coverage  for 
home  health  care,  and  extended  coverage  to  dis- 
abled persons  and  those  with  end-stage  renal  dis- 
ease. 

Between  1973  and  1974,  reimbursements  for  home 
health  services  increased  over  53  percent  compared 
with  an  overall  increase  of  23  percent  for  Medicare 
reimbursement  during  the  same  period  By  1974, 
HHA  reimbursements  again  were  over  1  percent  of 
total  Medicare  payments.  Preliminary  data  for  1975 
show  that  HHA  payments  continue  to  increase  at  a 
greater  rate  than  total  Medicare  payments. 

In  1974,  nearly  393,000  persons  received  reimburs- 
able home  health  services  under  Medicare.  About 
8.1  million  therapeutic  visits  were  made  with  total 
charges  of  $147.5  million.  On  the  average,  each  per- 
son received  20.6  visits  with  total  charges  of  $376 
(table  2). 

Over  one-third  of  the  persons  served,  and  of  the 
visits  and  charges  recorded,  were  for  Medicare  ben- 
eficiaries residing  in  the  Northeast.  Twenty-four  out 
of  1,000  Medicare  enrollees  there  received  home 
health  benefits  in  1974,  considerably  more  than  in 
any  other  area.  The  Northeast  also  employed  the 
largest  number  of  nurses  (table  6).  Beneficiaries  in 


the  South  received  more  visits  per  person  and  had 
the  highest  average  charge  per  person  served.  On  an 
individual  basis,  greater  utilization  was  recorded  for 
services  provided  outside  the  United  States.  Persons 
in  outlying  areas  had  almost  twice  as  many  visits  per 
person  and  well  over  twice  the  average  charges  of 
persons  residing  in  the  United  States. 

The  total  charges  shown  in  table  2  include  charges 
for  durable  medical  equipment  and  supplies,  in  ad- 
dition to  the  charges  for  medical  personnel  on  a  visit 
basis.  Reimbursement  is  calculated  on  a  cost  basis 
that  is  agreed  on  by  the  home  health  agency  and  in- 
termediary. The  rate  is  the  percentage  relationship 
of  the  agency's  cost  to  charges.  The  intermediary 
determines  the  appropriate:  percentage*  not  to  ex- 
ceed 100  percent  of  charges,  using  the  SSA 
guidelines.  Over  95, percent  of  the  total  charges 
shtwn  in  table  2  werji  reimbursed. 

Table  3  shows  the  number  of  persons  receiving 
home  health  services,  by  number  of  visits,  under 
Medicare  in  1974.  Visits  and  charges  for  those  per- 
sons who  had  home  health  services  under  SMI  but 
did  not  exceed  the  $60  deductible  are  counted  as 
receiving  services  in  this  report.  There  is  no  deduct- 
ible for  home  health  services  under  HI.  If  a  person  is 
eligible  for  home  health  services  under  both 
programs,  the  services  are  chargeable  under  HI. 
However,  when  the  100  visits  allowed  under  HI  are 
exhausted,  benefits  under  SMI  may  be  used 

About  8,500  persons  (2  percent  of  those  served)  re- 
ceived 100  or  more  visits  in  1974.  Approximately  1 
percent  of  the  beneficiaries  using  HHA  services  ex- 
hausted the  100  visits  allowed  under  SMI.  About 
the  same  proportion  received  100  or  more  visits 


TABLE  2.— Number  of  pmtu  s 

wed,  number  of  mlts,  tad  amount  of  charges,  by  rexiaa,  calendar  year  1974 
'  (Number  and  amount  in  thousands) 

Region 

Visits 

Toul  cMuk* 

Visit  charts* 

Number 

Per  1.000 
enrollees 

Number 

served 

Amount 

Per  parsoa 
served 

AmouM 

Per  persoa 
served 

Amount 

served 

Tool  

Horth  Central  

392.7 

1418 
12.8 

102.) 
602 

16.5 

2*4 

IZ7 

1.070 

1,899 
I.S27 

206 

20.2 
11.4 
D6 
18.1 

Jl  47.499 

50.376 
25.436 

$376 

350 
30$ 

SI37.406 

47.166 
25.CSJ 

JJ50 

328 

303 

i.141.461 

48.492 
24.298 

1360 

337 
29J 

West  

U.6 
159 

1417 
1.087 

47.274 
21.415 

462 

356 

42.332 
20.199 

414 

336 

45.338 
20.41$ 

443 

339 

3.7 

14.4 

140 

283 

2.9:s 

803 

718 

2.918 

797 

Includes  Puerto  Rko.  Virgin  labnds.  Guam,  other  outlrins,  i 
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TABLE  3,-Nuiaber  and 


distribution  of  persons  served  by  number  of  visits  and  type  of  coverage,  1974 
On  thousands) 


Number  of  visits. 

Hospital  and/or 
medical  insurance 

Hospital  insurance 

Supplementary 
medical  insurance 

Persons 
served 

Percent 

Persons 
served 

Percent 

Persons 
served 

Percent 

392.7 

100.0 

279.9 

100.0 

148.6 

100.0 

1-4  

102.5 

26.1 

70.7 

25.3 

47.1 

.  28.1 

816 

21.0 

61.6 

22.0 

•  31.1 

20.9 

10-19  

87.7 

22.3 

63.4 

22.7 

3L2 

21.0 

20-29  

41.5 

10.6 

30.6 

10.9 

13.9 

9.4 

30-39  

23.9 

6.1 

17.4 

6.2 

7.8 

5.2 

16.0 

4.1 

11.0 

3.9 

5.2 

3.4 

50-99  

30.0 

7.6 

21.0 

7.5 

10.7 

7.2 

100  

U 

.4 

1.8 

.6 

1.6 

1.1 

7.0 

1.8 

2-* 

20.6 

19.5 

17.6 
9.4 

-  U.3 

11.2 

undt»T  HI.  It  is  possible  to  receive  more  than  100 
visits  in  a  year  under  HI  if  the  beneficiary  had  more 
than  one  benefit  period. 

Comparisons  of  the  median  and  mean  number  of 
visits  show  rather  large  differences.  The  data  in  table 
3  show  that  a  large  number  of  persons  received 
relatively  few  visits  (47  percent  received  fewer  than 
10  visits)  while  less  than  10  percent  received  50  or 
more.  As  a  result,  the  average  number  of  visits  per 
person  (20.6)  is  much  larger  than  the  median  num- 
ber of  visits  per  person  (11.3). 

Over  9  percent  of  the  persons  served  received  serv- 
ices under  both  parts  of  the  Medicare  program.  They 
averaged  S3  visits  per  person  as  compared  with  an 
average  of  17  visits  for  those  receiving  benefits 
under  the  HI  or  SMI  program  only,  as  shown  in  the 
following  table. 


Type  of 
coverage 

Persons  served 

Percentage 
distribution 

Average 
number 
of  visits 

HI  and/or  SMI  

100.0 

20.6 

9.1 

53.0 

62.1 

17.5 

SMI  only  

28.7 

16.9 

Almost  one-third  of  the  persons  were  admitted  to 
home  health  programs  with  diseases  of  the  cir- 
culatory system  (table  4).  Neoplasms  accounted  for 
10  percent.  The  remainder  ranged  from  3  percent 
for  diseases  of  the  genitourinary  system  to  about  8 


TABLE  4.— Number  and  percentage  distribution  of  persons 
served,  by  major  disease  category,  1974 


Disease 

Number 

Percent 

•  category1 

of  persons 

distribution 

Total  

392.7 

100.0 

124.1 

31.6 

39.3 

10.0 

Endocrine,  nutritional 

30.2 

7.7 

Accident,  poisonings  and 

25.5 

6.5 

21.6 

5.5 

Nervous  system  and  sense 

21.6 

5.5 

17.7 

4.5 

17.3 

4.4 

11.4 

2.9 

71.9 

"  18.3 

12.2 

.  3.1 

'Based  on  first  International  Classification  of  Diseases.  volJ, 
eighth  revision,  diagnosis  recorded  for  persons  served  during 
year. 
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percent  for  endocrine,  nutritional,  or  metabolic  dis- 
eases. The  disease  classifications  in  table  4  are 
shown  in  rank  order.  The  diagnoses  were  grouped 
into  the  17  major  classifications  of  diseases  (Interna- 
tiona! Classification  of  Diseases,  vol.  1,  eighth  revi- 
sion). Where  more  than  one  diagnosis  was 
recorded,  the  first  one  recorded  was  used  for 
classification  purposes. 

Nursing  service  is  the  primary  service  provided  by 
home  health  agencies.  Over  95  percent  of  the  per- 
sons served  received  nursing  care  (table  5).  About 
one-fourth  received  home  health  aide  services  and 
about  1  patient  in  5  required  physical  therapy  serv- 
ices. Less  than  7  percent  received  any  other  type  of 
therapeutic  service. 

Almost  65  percent  of  all  visits  were  for  nursing  care. 
An  additional  23  percent  were  recorded  for  home 
health  aide  visits.  When  home  health  aide  services 
were  used,  they  tended  to  be  used  rather  heavily— 
almost  20  visits  per  person  served. 


Most  home  health  services  were  furnished  by  visit- 
ing nurse  associations  (VNA's).  They  provided 
almost  3.6  million  visits  to  189,000  Medicare  bene- 
ficiaries in  1974,  almost  half  of  those  served.  VNA's 
ranked  below  the  national  averages  in  all  measures 
of  utilization  and  charges  per  person  served.  In  con- 
trast, proprietary  agencies  and  the  "other"  category 
(largely  private  nonprofit  agencies)  accounted  for 
the  highest  average  number  of  visits  and  average 
visit  charges  per  person,  well  above  the  national 
averages.  Hospital-based  programs  ranged  first  in 
charges  per  visit;  governmental  agenfies  ranked 
lowest. 


Medicare  covers  the  majority  of  home  health  serv- 
ices furnished  to  persons  age  65  or  over.  In  fiscal 
year  .1974,  only  26,600  persons  age  65  or  over  re- 
ceived home  health  services  under  Medicaid  (Title 
XIX  of  the  Social  Security  Act)  for  reimbursements 
of  S3.0  million.4 


4Sce  tables  10  and  2!  in  S timber  of Recipients  and Amounts  of 
Payments  Under  Medicaid.  Fiscal  Year  IW.  NCSS  Report  B-4. 
National  Center  for  Social  Statistics.  October  1976 


AVAILABILITY 

Over  2,300  home  health  agencies  were  certified  to 
provide  services  to  Medicare  beneficiaries  in  1974. 
Among  these  were  public  or  private  agencies  such  as 
visiting  nurse  associations,  agencies  of  State  or  local 
health  departments,  home  care  divisions  of 
hospitals,  proprietary  agencies,  and  voluntary  non- 
profit agencies,  the  latter  being  the  major  compo- 
nent of  the  "other"  category  in  this  report.5 

The  distribution  of  persons  enrolled  in  the  Medicare 
program  compared  with  the  number  of  participating 
agencies  and  the  number  of  nurses  employed  by 
those  agencies  provided  a  rough  measure  of  the 
geographic  differences  in  the  availability  of  home 
health  services  (table  6).  It  is  recognized  that  the 
agencies  vary  considerably  in  size  (measured  by  the 
jnumber  of  employed  staff),  in  the  range  of  services 
[provided,  and  in  the  number  of  patients  served. 

'Over  half  of  the  agencies  employed  fewer  than  four 
full-time  nurses.6  The  range  of  services  provided  is 
also  limited;  one-third  of  the  agencies  provided  one 
service  in  addition  to  nursing  care— the  minimum 
required  for  certification.  Additional  services 
offered  were  often  minimally  available.  Therefore, 
the  number  of  agencies  and  services  offered  provide 
no  real  indication  of  the  availability  of  home  health 
services. 


As  shown  in  table  6,  another  measure  of  availability 
is  the  number  of  nurses  employed  by  the  agencies 
compared  to  the  number  of  persons  enrolled  in 
Medicare  in  the  various  geographical  regions.  Only 
the  Northeast  showed  an  average  of  under  1,000 
persons  enrolled  in  Medicare  for  each  nurse 
employed.  In  contrast,  agencies  in  the  West 
averaged  about  one  nurse  for  every  2,400  enroltees. 

In  some  areas  of  the  country,  especially  rural  areas, 
no  services  are  available. 


'For  the  detailed  conditions  for  home  health  agency  partici- 
pation under  Medicare,  see  Regulations  So.  5.  Federal  Health  In- 
surance for  the  Aitcd.  Title  20.  Chapter  III,  Pan  405.  Social 
Security  Administration. 

*See  Social  Security  Administration.  Medicare:  Health.  In- 
suror.ee  for  the  Aged.  lt72-74.  Section  J:  Particpatirz  Prospers, 
Washington.  DC.  U.S.  Govt.  Print.  Off.  1976. 
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TABLE  5.— Number  of  ptnoiu  wired,  number  of  rlslts,  aod  amount  of  charges,  by  r>p»of  visit  sod  type  of  ageocy,  caleadaf  year  1974 


Combined 

Utilization  and 

An 

Visiting 

government 

Govemmenuil 

Hospital- 

Proprietary 

type  of  visit 

agencies 

nurse 

and 

health 

based 

agency 

Other' 

association 

voluntary 

agency 

agency 

agency 

Persons  served:1 

Total  Go  thousands)  

3917 

189.0 

18.4 

90.0 

47.0 

120 

36.4 

.  375.2 

182.2 

17.5 

86.3 

44.8 

11.0 

33.5 

Home  health  aids  

96.0 

39.6 

3.7 

20.2 

9.3 

6.4 

16.8 

75.3 

34  5 

2.7 

13.8 

12.5 

27 

9.1 

Other3  :  

26.1 

lOJ 

3.3 

6.1 

12 

4.7 

Visits: 

Total  Gn  thousands) . . 

8,070 

3,565 

280 

1,843 

905 

375 

1,102 
606 

5,217 

2,442 

189 

1,225 
444 

591 

163 

Home  health  aide  

1,888 

723 

59 

151 

164 

347 

784 

324 

28 

147 

129 

40 

115 

181 

76 

4 

27 

33 

8 

33 

Visit  charges 

$137  406 

$55  973 

$5  054 

$27  365 

$19  382 

$7  303 

5ZZ,3Z9 

89^989 

38J53 

3,718 

19^56 

11674 

3238 

12250 

Home  health  aids .... 

28,187 

10,018 

747 

'  5,210 

2,948 

2857 

6,408 

15,439 

5,716 

521 

2460 

1986 

994 

2.862 

3,790 

1,486 

68 

439 

775 

214 

809 

Average  number  of  visits 

per  persons  served: 

Total  

20.6 

18.9 

15.2 

20.5 

T9J 

312 

303 

13.9 

13.4 

10.8 

14.2 

*  132 

14.9 

18.1 

Home  health  aide .... 

19.7 

18.3 

15.9 

22.0 

162 

25.5 

20.7 

10.4 

9.4 

10.6 

10.6 

10.4 

15.0 

126 

6.9 

7.3 

8.2 

U 

5-5 

6,4 

7.1 

Average  visit  charges 

per  person  served: 

Total  

S350 

$296 

$275 

$304 

$413 

$608 

$614 

240 

213 

212 

224 

283 

295 

366 

Home  health  aids .... 

294 

253 

203 

258 

316 

444 

382 

205 

166 

195 

170 

239 

372 

314 

Other  

146 

144 

139 

134 

128 

185 

172 

Average  charge  per  . 

visit:. 

Total  

$17 

$16 

$18 

$15 

$21 

$20 

$20 

17 

16 

20 

16 

21 

20 

20 

Home  health  aide  

15 

14 

13 

12 

19 

17 

18 

Physical  therapy  

20 

18 

18 

16 

23 

25 

25 

Other  

.  21 

20 

17 

17 

23 

29 

24 

'Includes  private  nonprofit,  rehabilitation  and  skilled  nursing  facility  based  agencies. 
^Detail  does  not  add  to  total  since  persons  may  receive  more  than  one  type  of  service. 
3  In  eludes  speech  or  occupational  therapy,  medical  social  services  and  other  health  disciplines. 
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TABLE  6.— Numbtr  and  percentage  distribution  of  persons  enrolled  la  the  Medk.tr?  program,  participating  boms  health  agencies, 
and  nurses  employed,  by  region,  1974 


Persons  enrolled1 

Participating  hone 

Nurses  employed2 

health  agencies 

Persons 

Region 

enrolled 

Number 

Percentage 

Percentage 

Percentage 

per  nurse 

(in  thousands) 

distribution 

Number 

distribution 

Number 

distribution 

23,756 

100 

2,329 

100 

17,069 

100 

1.392 

5.886 

25 

625 

27 

6,084 

—  36 

967 

North  Central.  

6.516 

27 

579 

25 

3,497 

20 

1.863 

7.545 

32 

890 

38 

5.905 

35 

1.278 

West  1  

3,781 

16 

235 

10 

1.583 

9 

2,389 

1  Includes  aged  and  disabled  ertroilee*  in  Medicare  program  as  of  Jury  1,  1974.  U.S.  total  includes  residence  unknown.  Beneficiaries  in 
outlying  areas  are  excluded. 

includes  registered  professional  nurses  and  licensed  practical  nurses  expressed  in  terms  of  full-time  equivalents. 

i 
I 


The  aged  population  (65  or  over)  increased  by  more 
than  2  million  (or  approximately  10  percent)  be- 
tween July  1,  1970,  and  July  1, 1975.  Over  the  same 
time  period  the  number  of  home  health  agencies 
and  number  of  nurses  employed  in  those  agencies 
decreased  by  about  10  percent 

SOURCES  AND  LIMITATIONS  OF  DATA 

Data  were  obtained  from  billing  forms  submitted  by 
home  health  agencies  for  Medicare  beneficiaries 
receiving  reimbursable  services  in  1974. 

Only  payments  for  covered  services  provided  to 
beneficiaries  are  reflected  in  the  amounts  reim- 
bursed; costs  of  administration,  deductible,  land 
noncovered  services  specified  by  law  are  excluded. 

Payments  for  home  health  services  shown  in  this  re- 
port are  based  on  interim  rates  that  are  adjusted 
after  the  end  of  the  accounting  year  on  the  basis  of 
reasonable  costs  of  operation. 

Information  from  the  billing  forms  is  matched  to 
SSA's  beneficiary  enrollment  file  and  to  a  master 
provider  file  which  describes  the  characteristics  of 
each  agency. 

Data  presented  in  this  report  are  based  on  bills  sub- 
mitted 3nd  recorded  in  SSA  through  September  24, 
1976.  The  sample  counts  for  1974  have  been  in- 


flated to  give  an  estimate  of  the  utilization  of  home 
health  services  as  of  that  date.  The  file  is  incomplete 
to  the  extent  that  approximately  2  percent  of  the 
bills  for  1974  had  not  been  submitted  for  payment 
as  of  September  1976. 

Reliability  of  Estimates  * 

Data  in  this  report  are  estimates  based  on  a  40-per- 
cent sample  of  the  enrolled  population  and  hence 
are  subject  to  sampling  variability. 

Tables  A  through  C  show  approximate  standard  er- 
rors for  some  of  the  more  important  estimates  pre- 
sented in  this  report.  The  standard  error  is  primarily 
a  measure  of  sampling  variability,  that  is,  of  the 
variation  that  occurs  by  chance,  because  a  sample 
rather  than  the  whole  population  is  used.  In  order  to 
calculate  the  standard  errors  at  a  reasonable  cost,  ap- 
proximate methods  were  used.  Thus,  these  tables 
should  be  used  only  as  indicators  of  the  order  of 
magnitude  of  the  standard  errors  for  specific  esti- 
mates. 

In  general,  estimates  of  small  totals,  small  percent- 
ages or  means,  and  percentages  or  means  with  small 
bases  or  for  small  subgroups  tend  to  be  relatively 
unreliable.  However,  because  of  the  large  sample 
used  for  estimates  in  this  report,  very  few  estimates 
likely  have  relative  standard  errors  greater  than  10 
percent. 


31-664  O  -  78  -  19 
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TABLE  A.— Approximate  standard  error  of  number  of  persons 

served 


Estimsted  number  or 
persons  served 

oiaxiudiu  error 

of  estimate 

1,000  

40 
130 
290 
400 
570 

10, coo  

50,000  

100,000  ....  

200,000  

400,000  

800 

TABLE  B.— Approximate  standard  error  of  number  of  visits 


Estimated  number 
of  visits 

Standard  error 
of  estimate, 

5,000  .  

890 
1,300 
-  3,000 
4,300 
10,000 
15,000 
51,000 
38,000 

10,000  

50,000  

100,000  

500,000  

1,000,000  

4,000,000  ;  

o\000,000  

TABLE  C— Approximate  standard  error  of  me— I  of  total 
charges,  visit  charges,  or  reimbursement 


Estimate  of  charges 


Standard  error 
of  estimate 


$50,000  

5100,000,... 
$500,000. . . . 
$1,000,000.. 
$10,000,000. 
$30,000,000. 
$100,000,000 
$150,000,000 


$10,000 
14,000 
35,000 
53,000 
220,000 
470,000 
710.000 
720.C0O 
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EEALTE  INSURANCE  STATISTICS 


Releases  in  the  Health  Insurance  Statistics  series  are  designed  to  pre- 
sent current  data  from  the  Medicare  program.    Two  series  have  been  ■ 
initiated,  to  date— the  Health  Insurance  (EI)  series  and. the  'Current 
Medicare  Survey  (CMS)  series  which  presents  current  data  from  a  survey 
of  a  sample  of  the  Medicare  population.    The  following  recent  releases 


Eealth  Insurance  Notes 


■Number 

EI-79 

EI-78 

EI-77 

EI-76 
EI-75 

EI-74 

EI-73 
BI-72 

EI-71 

EIr-70 


CMS-33 


CMS-32 
CMS-SI 


Title 

Medicare:    Utilization  of  HaJL  Health  Services* 
1974  I  f 

Medicare:    Number  of  Persons  insured, 
July  1*  1975 

Sosptial  and  Skilled  Nursing  Facility  Admissions* 

Under  Medicare  Calendar  Sear  1975 
Uses  of  Medicare  Data  for  the  PSRO  Program 
Medicare:    Use  of  Skilled  Nursing  Facility 

Services*  1969-73 
Medicare:    Participating  Health  Facilities* 

July  1975 

Medicare:    Number  of  Persons  Insured,  July  1*  1974 
Health  Insurance  for  the  Aged:    Monthly  Reimburse- 
ments Per  Person  by  State*  1972 
Medicare:    Use  of  Physicians'  Services  by 

Geographic  Region*  1969 
Utilization  of  Shovt-Stay  Hospitals  Under  Medicare* 
1968-71 


Sho^^S 


Current  Medicare  Survey  Notes  . 

Supplementary  Medical  Insurance:  Character- 
istics of  Aged  Institutionalized  Enrollees* 
1973 

Supplementary  Medical  Insurance:  Utilization 
and  Charges*  Aged  Enrollees*  1973 

Use  of  Inpatient  Hospital  Care  by  Disability 
Beneficiaries  July  1971- June  1972 


'  Date 

November  2,  1977 

September  29*  1977 

•March  31*  1977 
March  4*  1977 

February  2*  1977 

September  8*  1976 
April  21*  1976 

October  IS*  1975 

October  3*  1975 

June  24*  1975 


October  31*  1977 
September  28*  1977 
April  28*  1976 


These  reports  and  others  in  the  HI  and  CMS  series  are  available  in  many 
libraries.    To  receive  each  issue  of  the  HI  series  or  the  C!-1S  series, 
please  send  your  request  to  the  Publications  Staff,  Office  of  Research 
and  Statistics,  Social  Security  Administration,  Room  1120,  Universal 
North  Building,  1875  Connecticut  Avenue,  N.W.*  Washington,  D.C.  20009. 
To  order  by  phone  call:     (202)  673-5209. 
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i^ernorandurri  Capital  Blue  Cross  2 


Richard  D.  Rife  June  28,  137& 

EXHIBIT  C 

From.       James  H.  Hea^T* 


Sub:ect:     Home  Health  Care  Material  Sent  by  Blue  Cross  of  Florida 


Blue  Cross  of  Florida  is  extremely  concerned  about  a  problem  which  is  increasingly 
becoming  a  concern  to  other  areas.    As  a  Kedlcare  Intercs-Tary,  their  pcy^c^ts 
for  home  health  care  have  been  rapidly  increasing  with  the  proliferation  of 
private  not-for-profit  home  health  agencies  (HHA's)  which  are  "one  hundred 
percenters'*  or  "Medicare  Only."    In  numbers  these  agencies  have  Increased  as 
fol  lows: 

1372   2  "Medicare  Only"  Agencies  *  . 

1973  h         "         ••  * 

197*»  12         »»         "       "  » 

1375   3k.'       •»     '    •»  »  - 

Additionally,  in  January  of  1376,  the  State  Board  of  Health  (the  State  certifying 

agency)  had  35  applications  for  private  not-for-profit  HHA'*certif ication. 

There  is  apparently  no  basis  on  which  the  Board  can  refuse  certification.  " 

In  September  1375,  Blue  Cross  of  Florida  estimated  that  their  Medicare  payments 
for  1375  would  amount  to  $2.2  million  to  38  pub!  Ic  HHA's  (including  some  county 
public  health  nurses)  and  $16  million  to  21  private  HHA's. 

Complaints  about  the  private,. "Medicare  Only"  agencies  have  included  overutili- 
zation,  excessive  staffing,  exorbitant  salaries,  high  automobile  expenses, 
lucrative  expense  accounts,  and  kickbacks  for  referrals-    Payments  to  public 
and  private  HHA's  during  1375  differ  as  follows: 

Avg.  Charge/.-  Avg-  Charge/.  Avg.  Visits/ 

Case  Visit  Case 

Private  HHA's  (27  Medicare  Only 

agencies)                     -                              $328.07  $  25-73  12.3 

Public  HHA's  (6  largest  VNA's)  $  87-03  $  1*»-21  6.12 

The  "one  hundred  percenters"  serve  only  Medicare  beneficiaries  and  Medicare 
pays  100%  of  their  costs.     In  determining  allowable  costs,  there  are  no  bases  - 
in  the  law,  regulations,  guidelines  or  reimbursement  manual   to  assist  Blue 
Cross  in  determining  what  salaries  or  fringe  benefits  should  be  considered 
reasonable. 


285 


Blue  Cross,  as  intermediary,   is  also  having  problems  with  private  HHA's  in 
collecting  overpayments.     These  agencies  experience  significantly  larger  ovei — 
payments  than  the  traditional  public  HHA's.     Blue  Cross  feels  they  are  Inflating 
claims  to  receive  overpayments  instead  of  obta  ining  "outside  v.-orking  capital. 

Proposals  by  Blue  Cross  of  Florida  and  the  BHI  Regional  Office  to  control  these 
private  HHA's  Include  the  following: 

1.     Guidelines  should  be  developed  for  allowable  costs,  particularly 
salaries,  number  and  type  of  positions,  fringe  benefits,  and 
maximum  cost  per  visit. 

Qualifications  should  be-establ  ished  for  a  full  time  adminls- . 
trator.       '  ■  ■  !   ■  .-. 


Legislation  should  be. developed  for  certificate  of  need  for 
new  HHA's.     It  would  be  helpful  if  there  were  a  regulation 
that  for  a  provider  to  be  certified  under  the  Medicare  Program 
he  must  agree  to  accept  patients  without  regard  to  tha  method 
of  payment.  C  • 

Legislation  should  be  developed jto  give  intermediaries  budget 
approval  over  home  health  agencies.  ;  • ' 


djm/5-7,8 


prepared  by: 

Assembly  of  Ambulatory  and  Home  Care  Services 
of  the  American  Hospital  Association 

National  Association  of  Home  Health  Agencies 

National  Council  for  Homemaker  Home 
Health  Aide  Services/ Inc. 

Council  of  Home  Health  Agencies  and 
Community  Health  Services  of  the 
National  League  for  Nursing. 
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A  PROSPECTUS 
FOR 

A  NATIONAL  HOME  CARE  POLICY 

STATEMENT  OF  THE  PROBLEM 

Home  care  is  used  throughout  this  document  to  make  explicit  the 
blend  of  health  and  social  services  provided  to  individuals  and 
families  in  their  places  of  residence  for  the  purpose  of  promoting, 
maintaining,  or  restoring  health  or  of  minimizing  the  effects  of  ill- 
ness and  disability. 

Home  care  must  be  an  essential  part  of  any  effective  plan  to  meet 
fully  and  economically  the  health  and  related  social  services  needed 
by  the  American  people. 

Analysis  of  available  studies  and  current  use  indicates  that  approx- 
imately 1.5  percent  of  the  total  population  of  the  U.S.  on  any  given 
day  needs  home  care  services,  according  to  the  Estimate  of  Home 
Health  Needs,  published  in  1977  by  theNLN  Council  of  Home  Health 
Agencies  and  Community  Health  Services.  The  formula  used  to  arrive 
at  this  estimate  of  need  was  based  on  current  knowledge  of  popula- 
tion trends,  hospital  discharge  rates  for  people  with  and  without 
chronic  limitations,  and  utilization  of  home  health  services  within  the 
mix  of  the  seven  services  now  being  funded  through  the  Medicare 
program.  However,  the  potential  need  for  and  the  optimum  use  of 
home  care  have  yet  to  be  established  through  definitive  studies.  This 
is  due  to  the  fact  that  the  necessary  range  of  home  care  services  has 
not  been  generally  available  through  coordinated  delivery  systems. 

Historically,  the  tendency  has  been  for  services  to  be  developed  in 
response  to  reimbursement  policies.  This  has  contributed  to  duplica- 
tion, fragmentation,  excessive  costs,  underutilization  of  preventive 
services,  and  other  undesirable  results. 

An  effective  home  care  system  does  not  now  exist  in  the  United 
States.  The  financing  of  home  care,  by  both  public  and  private  pay- 
ment agencies,  varies  greatly  throughout  the  country.  Current  home 
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care  laws  and  regulations  are  inadequate  and,  in  many  respects,  un- 
responsive to  the  needs  of  the  people.  This  situation  has  been  docu- 
mented in  published  authoritative  reports  and  is  evident  in  the  dis- 
parity among  the  home  care  benefit  entitlements  in  federal  and  state 
programs  such  as  Titles  XVIII,  XIX,  and  XX  of  the  Social  Security 
Act,  Titles  III  and  VII  of  the  Older  Americans  Act,  and  other  govern- 
ment programs. 

It  is  proposed  that  a  home  care  system,  as  defined  below,  be  de- 
veloped to  meet  the  home  care  needs  of  the  people  and  that  financial 
policies  be  established  to  give  logical  support  to  the  system.  In  recog- 
nition of  this  basic  view,  the  Assembly  of  Ambulatory  and  Home  Care 
Services  of  the  American  Hospital  Association,  the  National  Associa- 
tion of  Home  Health  Agencies,  the  National  Council  for  Homemaker- 
Home  Health  Aide  Services,  and  the  Council  of  Home  Health  Agen- 
cies and  Community  Health  Services  of  the  National  League  for 
Nursing  present  this  Prospectus  for  a  national  policy  on  the  admin- 
istration and  financing  of  home  care  and  call  on  the  federal  and  other 
government  entities  and  all  other  concerned  organizations,  agencies, 
and  individuals  to  recognize  and  observe  the  principles  for  a  home 
care  system  stated  herein. 

A  HOME  CARE  SYSTEM 

The  objective  of  this  prospectus  is  to  encourage  the  establishment 
of  a  home  care  system  that  will  operate  according  to  professionally 
approved  standards-  and  that  will  serve  and  may  be  used  by  all  indivi- 
duals for  whom  home  care  is  appropriate. 

A  home  care  system  is  a  coordinated  network  of  preventive,  treat- 
ment, and  maintenance  services.  All  home  care  systems  should  include 
the  essential  elements  stated  in  this  document  and  must  be  integral 
parts  of  the  total  community  health  and  welfare  systems. 

To  ensure  the  availability,  accessibility,  acceptable  quality,  appro- 
priate utilization,  and  financing  of  home  care  services,  it  is  necessary 
to  have  an  identifiable,  effective,  and  efficiently  administered  system 
for  providing  home  care  in  a  defined  community.  Each  community 
should  be  enabled  to  determine  the  particular  administrative  approach 
which  will  best  serve  the  needs  of  its  people. 

The  following  conditions  are  essential  to  ensure  in  each  community 
the  effective  delivery  of  services  and  an  orderly  continuum  of  care: 

1 .  The  system  must  be  readily  available  and  accessible  to  potential 
consumers  and  providers; 

2.  Uniform  policies,  standards,  and  procedures  must  be  established 
and  enforced  for  the  administration,  delivery,  use,  monitoring, 
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and  evaluation  of  home  care  services;  and 

3.  The  home  care  system  must  ensure  the  availability  of  primary, 
secondary,  and  tertiary  prevention  and  treatment  services. 
(Secondary  and  tertiary  treatment  services  include  intensive,  in- 
termediate, and  maintenance  home  care.) 

Intensive,  intermediate,  and  maintenance  home  care  refer  to  cate- 
gories of  home  care  services  which,  according  to  each  individual's 
condition  and  needs,  are  organized  and  coordinated  by  the  provider 
primarily  responsible  for  management  of  the  care  plan.  The  required 
health  and  social  services  are  mobilized  as  necessary  from  various 
sources.  The  identity  of  the  primary  home  care  provider  depends  on 
the  individual's  dominant  needs  and  the  conditions  governing  effective 
case  management. 

•  Intensive  home  care  is  provided  to  persons  with  serious  illness 
whose  medical  condition  is  unstable  and  who  require  concen- 
trated physician  and  nursing  management.  Such  patients  would 
normally  require  in-patient  care  if  the  professional,  technical, 
ancillary  medical  services,  personal  care,  and  environmental  sup- 
portive services  needed  were  not  readily  available  and  profes- 
sionally coordinated  by  the  appropriate  primary  providers. 

•  Intermediate  home  care  is  provided  to  persons  whose  medical 
condition  is  not  expected  to  fluctuate  significantly  as  rehabilita- 
tion is  achieved  or  the  disease  progresses.  Such  patients  require 
professional  health  services  and  may  also  need  personal  care  and 
other  environmental  supportive  social  services. 

•  Maintenance  home  care  is  provided  to  persons  whose  primary 
needs  are  usually  for  personal  care  and/or  other  supportive  en- 
vironmental and  social  services.  The  medical  condition  of  such 
persons  is  generally  stable  and  requires  only  periodic  monitoring 
to  ensure  maintenance  of  an  optimum  state  of  health. 

Rationalization  of  the  home  care  system  according  to  this  concep- 
tual framework  is  basic  to  its  effective  organization,  administration, 
and  financing  as  called  for  in  this  Prospectus. 

Home  care  is  applicable  to  primary,  secondary,  and  tertiary  preven- 
tion and  treatment  services,  as  described  in  Preventive  Medicine  for 
the  Doctor  and  His  Community  by  Leavell  and  Clark: 

Primary  prevention  and  care  are  directed  to  the  apparently  well 
population  for  the  purpose  of  promoting  general  optimum  health 
or  the  specific  protection  against  disease  agents. 

Secondary  prevention  and  care  are  directed  toward  early  diagnosis 
and  prompt  and  adequate  treatment,  as  well  as  adequate  treat- 
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ment  to  prevent  sequelae  and  limit  disability. 

Tertiary  prevention  and  care  are  directed  toward  rehabilitation 
and  the  prevention  of  further  disability. 

Individuals'  needs  for  preventive  health  care  and  treatment  in  rela- 
tion to  their  physical,  emotional,  and  environmental  situations  are 
the  basis  for  deciding  whether  or  not  home  care  is  appropriate.  The 
administration  and  use  of  home  care  should  not  be  restricted  by  cate- 
gories of  disease,  disability,  age,  prognosis,  or  financial  resources. 

Home  care  encompasses  both  the  health  and  social  services  which, 
according  to  the  particular  needs  and  situations  of  individuals,  are  re- 
quired either  singly  or  in  combination  to  care  for  persons  in  their 
homes  when  this  is  determined  to  be  both  desirable  and  feasible. 

Elements  of  a  Home  Care  System 

Individuals  in  need  of  home  care  generally  require  professional 
guidance  to  establish  the  most  effective  plan  of  care.  A  home  care 
plan  must  be  authorized,  supervised,  and  evaluated  by  appropriate 
professional  personnel  to  ensure  that  the  plan  is  timely  and  properly 
carried  out  and  that  the  services  provided  comply  with  established 
standards  of  quality.  Consumers  of  care  at  home  are  particularly  vul- 
nerable to  exploitation.  It  is  essential  that  providers  of  home  care  ser- 
vices comply  with  professionally  established  standards  and  be  subject 
to  regular  external  professional  and  financial  audits. 

Each  community  home  care  system  should  be  based  on  continuous 
planning  for  necessary  and  orderly  growth  and  development.  Planning 
strategies  should  be  responsive  to  gaps  in  service  programs  and  unmet 
needs  as  they  are  identified.  They  avoid  unnecessary  duplication  of 
services  and  of  provider  organizations. 

Home  care  systems  must  also  incorporate  at  least  the  following  ele- 
ments: 

1 .  Home  care  services,  which  include: 

(a)  professional  assessment  of  health  and  social  needs; 

(b)  establishment  of  a.  plan  of  care; 

(c)  professional  preventive,  treatment,  and  maintenance  services; 

(d)  professionally  supervised  personal  care,  environmental,  and 
other  supportive  services;  and 

(e)  centralized  professional  coordination  of  all  services  included 
in  an  individual's  plan  of  care  when  multiple  services  and/or 
providers  are  involved; 

2.  Formally  arranged  administrative  and  operational  links  among 
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provider  organizations  participating  in  the  home  care  system; 

3.  Uniform  guidelines  both  for  the  designation  and  role  of  the  pri- 
mary provider  according  to  the  individual's  condition  and  plan 
of  care  and  for  the  primary  provider  organization's  professional 
and  administrative  responsibilities; 

4.  Participation  of  health  care  institutions,  community  health  and 
social  agencies,  and  individual  professional  practitioners  to  pro- 
vide the  full  scope  of  preventive,  treatment,  and  maintenance 
services; 

5.  Administrative  policies  that  adhere  to  nationally  recognized  ac- 
creditation/certification standards;  and 

6.  Arrangements  for  external  monitoring  and  evaluation  of  the  ap- 
propriate utilization,  quality,  and  cost  of  the  services  provided, 
according  to  established  professional  standards  and  prudent 
fiscal  policies. 

Financing  a  Home  Care  System 

Financing  of  the  home  care  system  must  ensure  that  all  persons 
for  whom  home  care  is  appropriate  will  have  timely  access  and  en- 
titlement to  such  services.  An  individual  should  not  be  denied  home 
care  because  of  diagnosis,  disability,  age,  prognosis,  or  financial  re- 
sources. Revenues  for  home  care  programs  may  come  from  public 
and  private  third-party  payment  programs,  self-pay,  and  charitable 
and  tax  funds. 

In  order  to  create  and  maintain  a  financially  stable  home  care 
system  based  on  the  principles  stated  in  this  Prospectus: 

1.  The  financial  requirements  of  home  care  provider  organizations 
must  be  fully  met  on  a  timely  basis  and  must  include: 

(a)  the  direct  and  indirect  costs  (current  operating  requirements) 
of  providing  services  to  individuals; 

(b)  training  and  educational  expenses; 

(c)  research,  planning,  and  development  expenses;  and 

(d)  capital  requirements. 

2.  Payment  to  provider  organizations  in  accordance  with  each  pur- 
chaser's use  of  services.  (Any  apportionment  that  permits  a  pur- 
chaser to  assume  a  lesser  responsibility  is  not  appropriate  and 
does  not  alter  the  total  financial  requirements  of  the  provider; 
rather,  it  requires  other  purchasers  to  make  up  the  deficiency.) 
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CONCLUSION 

The  organizations  that  have  prepared  thi s Prospectus  are  committed 
to  furthering  the  early  and  effective  implementation  of  the  principles 
set  forth  in  this  document.  They  call  upon  all  concerned  individuals, 
organizations,  and  governmental  entities  also  to  promote  and  support 
the  development  and  expansion  of  home  care  systems  based  on  these 
principles  to  ensure  that  home  care1  services  of  an  acceptable  quality 
are  available. 


Assembly  of  Ambulatory  and  Home  Care  Services 
of  the  American  Hospital  Association 

National  Association  of  Home  Health  Agencies 

National  Council  for  Homemaker-Home  Health  Aide  Services,  Inc. 

Council  of  Home  Health  Agencies  and  Community  Health  Services 
of  the  National  League  for  Nursing 
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STATEMENT  OF  JANE  BRENNAN,  EXECUTIVE  DIRECTOR,  VISITING 
NURSE  ASSOCIATION,  MEMPHIS,  TENN.,  ON  BEHALF  OF  THE 
COUNCIL  OF  HOME  HEALTH  AGENCIES  AND  COMMUNITY 
HEALTH  SERVICES,  ACCOMPANIED  BY  LEAH  BROCK,  COORDI- 
NATOR, GOVERNMENT  RELATIONS  PROGRAM 

Ms.  Brennan.  Mr.  Chairman  and  members  of  the  subcommittee, 
I  am  Jane  Brennan,  executive  director  of  the  Visiting  Nurse  Associ- 
ation, Memphis,  Tenn. 

I  appear  before  you  today  in  behalf  of  the  Council  of  Home 
Health  Agencies  and  Comunity  Health  Services,  a  national  organi- 
zation representing  1,500  medicare-certified  home  health  agencies^ 

Accompanying  me  is  Leah  Brock  who  coordinates  the  council's 
government  relations  program. 

We  have  confined  our  testimony  to  five  of  the  issues  outlined  in  the 
subcommittee's  news  release,  all  of  which  affects  the  home  health  ben- 
efit provided  under  medicare. 

Since  the  statement  will  be  entered  into  the  record,  I  will  not 
read  it. 

The  council  does  support  the  elimination  of  the  3-day  prior  hos- 
pitalization requirement  and  the  elimination  of  the  100-visit  limita- 
tion under  parts  A  and  B. 

We  feel  that  these  are  both  cost-effective  measures  and  the  ra- 
tionale is  contained  in  our  statement. 

We  support  the  concept  of  an  evaluation  visit  prior  to  transfer 
from  an  institution.  We  too  feel  that  there  should  be  flexibility  as  to 
whether  this  visit  should  take  place  in  the  hospital  setting  or  in  the 
home  setting. 

There  are  times  when  it  may  need  to  be  one  place,  and  times  when 
it  may  need  to  be  another  place,  and  times  when  it  may  need  to  be 
both  places.  We  do  feel,  however,  this  is  an  area  which  requires  care- 
ful scrutiny  because  this  is  the  type  of  visit  which  could  be  abused. 

I  do  not  feel  that  every  patient  needs  this  kind  of  a  visit,  and  just 
because  it  is  available  should  it  be  used  if  not  needed? 

The  council  stands  ready  to  work  with  your  staff  in  any  way  that 
they  can  to  help  see  that  this  bill  will  be  prevented. 

We  support  the  elimination  of  presumed  coverage  provision  by 
home  health  agencies.  We  realize  that  in  the  past  we  had  supported 
this  but  8  years  later  things  are  a  little  different. 

We  feel  that  this  has  really  not  done  much  for  home  health  agen- 
cies. It  has  added  administrative  costs  to  the  provider  and  to  the 
intermediary,  and  while  we  feel  it  was  enacted  to  enable  us  to  be 
guaranteed  minimum  numbers  of  visits,  what  it  has  in  reality  done  is, 
has  set  maximum  numbers  of  visits  which  are  rather  inflexible. 

We  do  support  the  elimination  of  the  licensing  requirement  for 
proprietary  home  health  agencies.  We  support  this  only  if  it  is 
coupled  with  a  national  certificate  of  need  requirement  and  an  up- 
grading of  the  current  conditions  of  participation  for  home  health 
agencies. 

The  council  has  a  long-standing  position  in  favor  of  certificate  of 
need  for  all  the  newly  established  agencies  and  all  proposals  for  ex- 
tensions of  services. 
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I  don't  think  you  can  judge  the  health  care  industry  in  the  same 
economic  terms  that  you  can  judge  most  other  industry,  and  com- 
paring the  cost  of  medicare-certified  providers  with  nonmedicare- 
ccrtified  providers  is  not  valid,  as  the  certified  providers  must  main- 
tain a  higher  level  of  supervision  and  qualification  than  nonmedicare 
providers. 

This  results  in  higher  cost. 

We  have  supported  State  licensure  as  long  as  it  is  the  only  ac- 
ceptable method  for  certifying  a  proprietary  agency  but  we  have 
always  tied  licensure  to  a  certificate  of  need  requirement  for  home 
health  agencies.  There  is  no  evidence  that  licensure  has  enriched  or 
reinforced  medicare  certification.  Rather,  it  may  have  had  the  nega- 
tive effect  of  decreasing  emphasis  on  much  of  the  needed  improve- 
ments in  the  certification  process. 

CHHA-CHS  promotes  the  medicare  certification  requirement  as  a 
uniform  national  test  of  legal  compliance  for  home  health  agencies 
and  will  continue  to  work  for  the  improvement  of  sanctions  and 
upgrading  of  provisions  in  the  certification  process. 

We  have  recommendations  in  our  written  statement  as  to  how  we 
feel  the  conditions  of  participation  should  be  upgraded. 

I  will  cite  from  my  own  example.  Tennessee  enacted  a  licensure  law 
in  1975.  I  helped  to  write  the  regulations  for  the  licensure  law.  They 
followed  medicare  conditions  of  participation,  as  do  most  State  regu- 
lations, and  they  were  applied  to  the  special  needs  of  Tennessee.  We 
also  felt  that  where  the  conditions  of  participation  were  vague  we 
tried  to  be  more  specific. 

When  we  finished  with  the  regulations,  I  felt  very  comfortable 
with  them.  I  felt  they  were  good  regulations,  but  in  fact  what  is 
happening  when  the  surveyor  comes  to  survey  your  agency  to  deter- 
mine if  you  are  in  compliance  with  medicare  conditions  of  participa- 
tion, that  is  all  he  looks  at. 

If  you  meet  the  medicare  requirements,  they  don't  take  into  ac- 
count whether  you  are  meeting  some  of  our  licensing  regulations 
which  may  be  a  little  more  strict  than  some  medicare  requirements. 

In  summary,  we  also  feel  that  if  section  1122  of  the  Social  Security 
Act  were  strengthened,  this  would  help  proliferation  of  agencies 
until  such  time  as  certificate-of-need  legislation  may  be  enacted. 

We  recognize  that  many  institutions  or  facilites  are  granted  ex- 
ceptions to  the  section  1122  process  and  we  urge  that  any  service 
created  as  a  result  of  such  exception  be  deemed  ineligible  for  Fed- 
eral reimbursement.  We  see  this  as  applying  to  all  home  health  agen- 
cies, free  standing  or  institutions. 

We  appreciated  the  opportunity  to  have  presented  our  views. 

[The  prepared  statement  follows:] 

Statement  of  the  Council  of  Home  Health  Agencies  and  Community  Health 
Services,  National  League  for  Nursing 

medicare  amendments 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Jane  Brennan,  Executive 
Director  of  the  Visiting  Nurse  Association,  Memphis,  Tennessee.  I  appear  before 
you  today  in  behalf  of  the  Council  of  Home  Health  Agencies  and  Community 
Health  Services,  a  national  organization  representing  1,500  Medicare-certified 
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home  health  agencies.  Accompanying  me  is  Leah  Brock  who  coordinates  the 
Council's  governmpnt  relations  program. 

The  Council  commends  the  subcommittee  for  holding  these  hearings  and  for 
recognizing  the  need  for  improvements  in  the  Medicare  program.  We  believe 
that  the  improvements  cited  by  the  subcommittee  will  go  a  long  way  to  eliminate 
some  of  the  barriers  to  the  delivery  of  health  services  which  exist  in  the 
Medicare  program. 

We  have  confined  our  testimony  to  five  of  the  issues  outlined  in  the  subcom- 
mittee's news  release,  all  of  which  affect  the  home  health  benefit  provided 
under  Medicare. 

Elimination  of  the  3-day  prior  hospitalization  requirement 

The  Council  supports  this  recommendation  as  a  cost  effective  measure. 

The  mounting  costs  of  health  care  are  well  documented  and  foremost  among 
these  is  the  cost  of  inpatient  hospitalization.  Home  health  services  can  eliminate 
or  diminish  the  need  for  admission  or  re-admission  to  hospitals,  or  reduce  the 
number  of  hospital  days  through  early  discharge. 

The  current  requirement  forces  patients  who  do  not  have  Part  B  coverage  to 
be  admitted  to  a  hospital  in  order  to  be  eligible  for  home  health  benefits.  In 
some  areas  of  the  country  this  can  mean  utilizing  a  $250  per  day  service  for 
three  days  to  establish  eligibility  for  a  $25  per  day  service. 

This  requirement  is  restrictive  in  another  way.  The  home  health  services  pro- 
vided under  Part  A  are  limited  to  those  services  directly  related  to  an  illness 
that  required  hospitalization  and  precludes  reimbursement  to  a  home  health 
agency  for  care  not  directly  related  to  that  condition.  An  example  is  a  diabetic 
who  is  hospitalized  for  a  broken  hip,  and  was  subsequently  admitted  to  a  home 
health  agency.  Only  home  health  care  related  to  the  broken  hip  is  reimbursable. 
Medicare  reimbursement  for  care  related  to  the  diabetes  must  wait  until  the 
patient  regresses  to  the  point  where  hospitalization  is  required. 

Elimination  of  the  100-visit  limitation  under  parts  A  and  B 

The  Council  supports  this  recommendation  as  another  cost  effective  measure. 

The  current  100-visit  limitations  affect  a  very  small  proportion  of  the  Medicare 
population.  Indeed,  a  November  1977  DHEW  report  entitled  "Medicare :  Utiliza- 
tion of  Home  Health  Services,  1974"  shows  that : 

The  average  number  of  visits  per  persons  served  was  20.6 ;  less  than  one  per- 
cent of  the  beneficiaries  using  Part  B  services  exhausted  the  100  visits;  less 
than  two  percent  of  those  using  Part  A  services  received  more  than  100  visits 
(notwithstanding  the  fact  that  an  individual  could  receive  more  than  100  Part  A 
visits  in  a  year  if  there  was  more  than  one  benefit  period). 

We  believe  these  statistics  are  proof  enough  that  eliminating  the  current 
limits  will  not  open  the  floodgates  of  home  health  utilization.  In  fact,  it  may 
keep  the  small  percentage  of  individuals  who  need  the  additional  care  out  of 
costly  institutions. 

Addition  of  an  evaluation  visit  oefore  transfer  from  an  institution 
We  support  this  concept  as  a  quality  assurance  measure. 

The  experienced  professional  nurse  from  the  home  health  agency  has  the 
expertise  to  recognize  and  interpret  the  variables  of  providing  care  in  diverse 
home  and  community  settings. 

Through  a  pre-discharge  encounter  the  professional  nurse  from  the  home 
health  agency  is  able  to  evaluate  with  a  high  degree  of  accuracy:  (1)  The  abil- 
ities of  the  patient,  family,  friends  to  cope  with  managing  illness  at  home;  (2) 
the  home  as  a  safe,  appropriate  environment  for  continued  care;  (3)  the  ade- 
quacy of  the  resources  of  the  home  health  agency  to  meet  the  care  needs  of  the 
individual,  and  (4)  the  availability  and  extent  of  other  community  services 
supportive  to  maintaining  an  individual  at  home. 

Determination  of  the  setting  for  the  pre-discharge  visit — hospital  or  home — 
should  be  made  by  the  agency. 

While  the  evaluation  visit  will  go  a  long  way  in  assuring  the  efficacy  of  home 
health  services,  it  does  not  address  a  larger  problem — that  is,  who  in  the 
hospital,  and  with  what  degree  of  expertise,  identifies  patients  as  potential 
home  health  care  candidates.  We  would  like  to  see  hospitals  employ  discharge 
planners  who  are  professional  nurses  with  home  health  agency  experience. 
These  discharge  planners  will  have  the  ability  to  make  sound  and  accurate 
initial  judgments  about  the  appropriateness  of  home  care. 
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Lack  of  or  inappropriate  planning  has  frequently  resulted  in  service  that  is 
untimely,  fragmented,  or  incomplete. 

Elimination  of  the  licensing  requirement  for  proprietary  home  health  agencies 

We  support  this  recommendation  when  coupled  with  a  national  certificate  of 
need  requirement  and  an  upgrading  of  the  current  Conditions  of  Participation 
for  home  health  agencies. 

The  Council  has  a  long  standing  position  in  favor  of  certificate  of  need  for  all 
newly  established  agencies  and  all  proposals  for  extensions  of  services.  There 
are  those  who  argue  that  certificate  of  need  stifles  the  competition  needed  to 
lower  costs.  We  would  argue  that  the  health  care  industry  is  immune  to  tradi- 
tional economic  theories  and  that  the  result  of  competition  in  this  field  is  costly 
duplication  and  fragmentation  of  services.  Comparing  costs  of  Medicare-certi- 
fied providers  with  non-Medicare-certified  providers  is  not  valid.  Certified  home 
health  agencies  must  maintain  a  higher  level  of  supervision  and  qualified  health 
professionals — undoubtedly  incurring  higher  costs  to  provide  the  service. 

We  have  supported  state  licensure  as  long  as  it  is  the  only  acceptable  method 
for  certifying  proprietary  agencies.  However,  we  have  always  tied  licensure  to 
a  certificate  of  need  requirement  for  home  health  agencies. 

There  is  no  evidence  that  licensure  has  enriched  or  reinforced  Medicare 
certification.  Rather,  it  may  have  had  the  negative  effect  of  decreasing  emphasis 
on  much  needed  improvements  in  the  certification  process. 

CHHA/CHS  promotes  the  Medicare  certification  requirement  as  a  uniform 
national  test  of  legal  compliance  for  home  health  agencies  and  will  continue 
to  work  for  the  improvement  of  sanctions  and  upgrading  of  provisions  in  the 
certification  process. 

We  have  been  working  with  HEW  to  upgrade  the  Conditions  of  Participation 
as  part  of  the  study  mandated  by  Section  18  of  P.L.  95-142.  Some  of  the  sugges- 
tions to  upgrade  the  Conditions  are:  The  agency  administrator  shall  be  an 
individual  with  training  and  one  year  of  experience  or  an  individual  with  one 
year  supervisory  or  administrative  experience  in  home  health  care  and  must 
be  a  full-time  employee  of  the  agency;  all  agencies  must  determine  the  range 
of  other  services  available  in  the  community  and  must  endeavor  to  provide  or 
arrange  for  such  services  for  patients  as  needed;  all  ownership  interests  must 
be  disclosed.  At  least  one-third  of  the  governing  body  must  be  outside  members 
having  no  financial,  family  or  operational  relationships  with  the  agency.  No 
member  may  vote  on  matters  in  which  that  member  has  a  direct  financial 
interest;  governing  body  has  responsibility  for  professional  review  conducted 
pursuant  to  Section  405.1222;  all  personnel  must  be  paid  the  minimum  hourly 
wage ;  the  locus  of  responsibility  for  coordination  of  services  between  two  agen- 
cies must  be  clearly  defined;  home  health  aides  should  have  satisfactorily  com- 
pleted a  basic  generic  curriculum  which  is  recognized  by  HEW;  an  annual 
report  of  agency's  activities  including  the  names  of  the  governing  body  shall  be 
published  and  made  available  upon  request. 

We  also  believe  that  the  Provider  Reimbursement  Manual  should  indicate 
tighter  fiscal  controls,  that  these  controls  should  be  consistent  from  region  to 
region,  from  intermediary  to  intermediary  and  that  they  should  be  applied 
equally  to  all  types  of  agencies.  We  believe  that  application  of  new  regulations, 
guidelines,  and  rulings  must  be  implemented  on  a  prospective  basis  with  suffi- 
cient lead  time  for  agencies  to  come  into  compliance.  We  do  not  equate  nonprofit 
with  good  and  proprietary  with  bad.  We  think  the  rules  should  be  the  same 
for  every bne  and  that  decisions  should  be  based  on  these  rules  and  standards. 

Considering  that  the  Conditions  of  Participation  and  other  regulations  apply 
to  all  agencies,  they  must  by  their  nature  be  minimal,  base-line  requirements. 
For  those  agencies  voluntarily  seeking  a  higher  quality  evaluation,  the  NLN/ 
APHA  Acceditation  Program  is  available.  This  program  operates  from  a  base 
of  predetermined,  nationally  accepted  standards. 

The  program  has  applied  to  HEW  for  "deemed  status,"  that  is,  to  have  the 
accreditation  process  accepted  in  lieu  of  the  Medicare  recertification  process. 

We  and  agencies  that  have  gone  through  both  processes  are  convinced  that 
the  accreditation  program  not  only  assesses  all  variables  that  Medicare  does 
but  assesses  them  at  a  higher  level.  The  accreditation  program  also  provides 
many  incentives  for  continued  agency  growth. 

It  seems  to  us  that  agencies  that  voluntarily  choose  to  become  accredited 
because  of  the  value  they  place  on  such  a  high  quality  process,  should  not  also 
have  to  be  resurveyed  by  Medicare.  To  go  through  both  processes  is  time  con- 
suming and  expensive.  Agencies  should  be  free  to  choose  the  process  which  more 
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closely  meets  their  needs  since  accreditation  encompasses  the  Medicare 
requirements. 

HEW  has  deferred  action  on  this  request  until  it  completes  the  study  of  home 
health  that  was  mandated  by  the  Medicare  anti-fraud  and  abuse  amendments. 

We  recommend  that  any  action  on  the  licensure  issue  be  deferred  until  all 
home  health  agencies  are  covered  by  a  national  certificate  of  need  and  after  the 
results  of  the  HEW  study  are  made  public. 

Elimination  of  the  presumed  coverage  provision  for  services  provided  oy  home 
health  agencies 

We  support  the  elimination  of  this  provision  which  has  served  little  purpose 
while  at  the  same  time  has  added  administrative  costs  to  both  the  provider  and 
the  fiscal  intermediary. 

In  testimony  presented  in  1970,  we  recommended  to  the  Senate  Finance  Com- 
mittee that  procedures  be  developed  for  advance  approval  for  home  health 
benefits  which  would  be  sufficiently  flexible  to  permit  coverage  for  patients 
who  continue  to  need  care  beyond  the  initially  approved  period. 

Eight  years  later  we  are  here  to  speak  in  opposition  to  this  provision.  The 
intent  of  the  law — to  do  away  with  the  uncertainty  about  determinations  of 
eligibility  of  care — has  not  been  served  by  this  provision.  Instead,  a  costlv 
mechanism  has  been  created  which  sets  fixed  maximums  rather  than  guaranteed 
minimums  of  reimbursable  home  health  visits  to  Part  A  Medicare  beneficiaries. 

Summary 

We  have  limited  our  remarks  to  those  issues  outlined  in  your  press  release.  We 
believe,  however,  that  the  elimination  of  the  prior  hospitalization  requirement 
and  the  visit  limitations  are  just  starting  points  in  abolishing  the  barriers 
to  utilization  of  home  health  care.  We  urge  you  to  give  careful  consideration 
to  three  other  changes  which  will  provide  for  effective  delivery  of  home  health 
services.  They  are  to  more  broadly  define  what  is  meant  by  the  requirement 
that  beneficiaries  be  homebound  to  be  eligible  for  services,  and  to  add  home- 
maker/chore  services  to  the  home  health  benefit. 

The  third  change  refers  to  Section  1122  of  the  Social  Security  Act.  While  we 
do  not  believe  this  supplants  the  need  for  certificate  of  need  for  home  health 
agencies,  we  do  believe  a  major  stride  would  be  made  by  expanding  this  section 
to  include  home  health  agencies  without  regard  to  a  specific  capital  expenditure 
amount.  We  recognize  that  many  institutions  or  facilities  are  granted  excep- 
tions to  the  1122  process  and  we  urge  that  any  service  created  as  a  result  of 
such  exception  be  deemed  ineligible  for  federal  reimbursement.  We  see  this 
applying  to  all  home  health  agencies — free  standing  or  institutional  based. 

The  Council  of  Home  Health  Agencies  and  Community  Health  Services 
appreciates  the  opportunity  to  present  our  views. 

Ms.  Keys.  Thank  you. 

STATEMENT  OF  JACQUELINE  S.  NEIBURGER,  BALTIMORE,  MD. 

Mrs.  Neiburger.  I  seem  to  be  the  only  person  here  today  that 
does  not  represent  an  agency.  I  come  here  from  a  situation  with  a 
mother  who  has  been  dying  of  cancer  for  iy2  years.  I  fought  many 
of  the  agencies  down  the  line  until  now  and  it  is  my  frustration  that 
brings  me  here  to  say  that  there  are  needed  changes  in  the  laws. 

This  is  not  only  my  situation.  I  have  spoken  to  many  people  mul- 
tiplied over  and  over  again  in  similar  situations  and  this  is  just  in 
the  Baltimore  area.  I  know  that  this  goes  on  all  over  the  country 
as  well,  as  I  have  been  told  by  people  I  have  spoken  to  in  social 
security;  so  I  speak  for  the  families  of  these  long-term  care  patients 
as  well.  Mainly  the  terminally  ill,  who  feel  the  payments  should  be 
allowed  for  the  care  and  comfort  for  them  of  their  own  home  but 
car. not  care  for  themselves. 

The  cost  of  home  care  by  the  average  family  is  insurmountable  and 
the  elderly  living  on  social  security  just  cannot  bear  this  burden. 
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<b)  As  :i  provider  of  services,  a  home 
h-taUh  agency  may  Qualify  to  provide 
outpatient  physical  therapy  or  speech 
priHisIosy  services  If  such  acency  meets 
the  statutory  requirements  of  section 
lC6Ko»  of  the  Act  and  complies  vclth 
other  health  and  safety  requirements 
prescribed  by  the  Secretary  for  home 
health  agencies,  and.  additionally.  Is  in 
compliance  with  applicable  health  and 
safety  requirements  pertaining  to  rendi- 
tion of  outpatient  physical  therapy  or- 
spcech  pathology  services.  Tlie  applicable 
health  and  safety  rtcjutrcmen Ls  pei-ialn- 
lu-  to  outpatient  physical  thirayy  or 
sptcch  patho!a;>-  services  are  L-.cludrf  in 
the  conditions  of  participation  In  Sub- 
part Q  of  thU  part.  (See  *S  403.1717. 
403.1 7IS.  4C5.1719,  1P3.1721.  403.1722.  and 
435.1723.) 

£S  TR  IS978,  Jt^y  15,  19733 
Ll  Fit'  203?1 ,  Hey  21 ,  1975) 
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•»s:m  to  !  «o3.ir.=l(d) 
1'ursuast-to  Ifti  provisions  or  section  1ES3 
o:  tl:le  -wni  of  the  Act.  tl.erc  src  improved 
trie  /oiio-.vlu;  hijhrr  cutidwtloas  or  pcrtls!-  , 
yr.tloa  rcl»tlns  to  f.;i«r  supervision  ep-  . 
pllrab'.o  1»  those  Stages  Identified  below:  | 

coxmcucvt 

A;cncn  juptrvtiion    condition.  The  bom*  I 
health  aweary  <»;:o»tn  a  phyjlelaa  or  rrj>  ! 
Vs'.irwS  profrsslosal  auras  qualified  v»  a  p»ib-  I 
lie  health  nun*  director  or  nuralug  wpn-  j 
V130T  to  supervise  trie  c^eiicy'J  perXoTraaee*  . 
la  providuaj  boats  tmtl>  Mrrlcn  la  accord-  | 
srico  vita  Uve  ordrrs  oX  tin  pbytlclaii  rs-  i 
sponsible  foe  tho  cvi  of  the  pa  turn  sad 
vnrter  a  pUn  .o!  treataistts  established  by  the 
physleUa  The  Xotloa-ln:  ciurdibcaUoaa  »?V>ly 
to  the  super-riser  sad  director: 

fa)  Snprrrisor.  (J)  Townj  kacbig  a  -popm* 
Lilian  of  v-jott  tKan  31.000.  The  minimum 
y;  Via  eat  tana  Xor  a  nurMus  supervisor  >a«  a 
'  baccalaureate  diem  I  rata  a  university  pjo- 
tra-.n  la  cunlnj  approved  by  the  ^National 
l>3rrue  lor  Jfursin-  Xor  nubllo  hnuth  nunrtoj 
prcparatlaa,  and  a.nualrauai  of  a  years  or  < 
exp*rleaee  la  a  public  health  r.ursln;  pro-  j 
fr*m  under  e,uall£lrd  nunta;  auperrliioa 
vhtsh  included  suprrvL-rjry  rajpornllillltl—i  \ 

(2)  rosns  hsrbip  a  -population  ef  20.000  or  j 
Jess.  Any  nuraln;  supervisor  shall  ba  at  least: 

(1)  A  r>;lsiirH  nur»,  licensed  to  practice 
Jc  Connecticut,  with  A.  Jrsra  ef  experience  as 
a  nurse  la  chars*  of  a  listing  aura*  »craey 
or  oVher  host*  health  agency;  or 

<U)  A  irclstered  none,  licensed  to  practice 
la  Connecticut,  vita  a  baccalaureate  desra* 
la  aurslaz  aad  a  Tsars  of  experUrtce  lu  a 
TlilUn;  ncrso  sfsncy  or  ether  toot  health 
»;eney. 

|b)  Dlrtrlor.  VThrn  a  unit  Qn^  -which 
Boms  henlta  ssrrleea  are  provided  reaches  a 
total  nunta;  eUXX  of  9  to  12.  depeadbts  upon 
the  nuabv  of  towns  Involved  aad  area 
•erred,  a  quallXtea  public  health  nunln;  di- 
rector ahaU  be  rroplorrd  la  addlttoa  to  too 
aurslas  s'jpenrtsor.  The  quaiumtlaas  for  the 
&\m%or  are: 

(1)  Preferred.  A  master's  desrre  vlth  a 
major  la  publla  health  uurslr.-  adialnlstra. 
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a:-.d  3  years  as  *  supervisor. 
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Ay-.r.ry  j:.j>»rnVoii— roKdiria.-i.  The  horn* 
hci-V.h  .Ccry  il-:'c«»:t>  a  phyi!rl*r«  or  rer- 

pubMe  r.cMtb  nur.st:*-  Chcclor  mtd/sr 
»'jj<n|  jr  to  ill.-cot  lh-  a;»-:iry-s  cervices.  In 
tr.e  e.e:>C  that.  »  ).:i\M;:.-.n  1*  the  •••rillili- 
trAtor  o:  Ihc  t.o-.r.n  h?.-.Ith  ».;c:;'.y.  the  mm- 
In;  ser*t<-c  shr.lt  br  Vfiti  the  ihrcctloa  o:  c 
rcr-ls:erc£  F'b'd''au£l  nunc  qustl.lcd  as  a 
puhllc  health  nursinc,  director  ind/or  anr-er- 
vlsor.  All  home  health  f;r?)ces  shall  be  prx>- 
>lcled  la  accarxiAnc*  svlth  the  orders  of  a 
priyslclsik  responsible  for  the  care  of  tho 
p~tlrnt  and  under  plan  o£  tres£racntas.t&b* 
lishtd  by  audi  phyxlctMh 

(a)  Pebtie  HcclVl  Wtwafay  Dircttar 
i.tcetiou.  Tin  public  health  nurshie-dlxec* 
tor  U  currently  llceased  to  practle*  ptotcs- 
aioiial  nursing  by  the  Stata  and  meets  Uie 
Xoliowltic  requirements: 

A  master's  dc£re»  *rl  th  a  major  In.  public 
hentta  :«inl.i;  actnilrtlstrrttlt-n  or  supervision, 
from  a  p:«;r«n  rpproveil  by  tiie  Katlotial 
X^a£u»  far  Nursing  or  a  ciaa-cr*j  rtrjrco  Irs 
pubita  hctuia  Jrotit  'a  p.-o^ra  cpuroved  by 
the  Aiserlcw  Public  Hcatth  Asucbtloa.  and 
at  least  9  years  or  pragrrsilvcly  responsible 
cxpertenca  In  public  health  nurslii;  or  cotn- 
i-.iunlty  health  nursing.  ;or>ia  ci  Trhlch  shod* 
bo  la  supervision,  teaching,  and/or  eomultay 
Use. 

(b)  ?eMle  HemtlS  Ifnntnj  Supcrataorw 
quali/icui<ons.  The  pubhe  health  nurllnj 
icprrricur  meets  the  folio-*  tas  minimum  re- 
qulresnen'-i:  • 

A  cu»Uf>  degree  In  nwrslng  from  a  pro* 
Cram  appro-red  by  tha  National  Ln;jt  for 
Nursing  and  1  year  of  experience  la  a  family* 
centered  public  health  r.uraJrrg  proj-rsra 
vhMi  lududcd  supervisory  rnponslsJIiUta, 
or  a  baccalaureate,  ttfra  Xrom  a  pcojracn  tp- 
proed  by  taa>  National  I/rasv.e  lor  Kunbif 
lor  public  haaltn  nura»nri  preparation  and  3 
years  or  tno  eJsove-deaeriaed  ea-aerlruce. 


Jtyency  superreefaa  CCJtdfifom,  Tha  horn* 
health  aseacy  designates  a  physician  or 
?e«. Ulered  preferslanol  nun*  qualified  a»  a 
p»it>l'«  health  Base  director  or  supervisor  to 
siipervteo  the  agency's  pcrfocrntTira  la  pro* 
*!cm-  lioau -heal  h  aarelcca  la  acmrdioew 
svlth  order*  of  tha  physician  responsible  tor 
the  n-a  of  iSj  p>ti«9t  and  tnticr  a  ;'aa  of 
treatment  cctabtliiMd  by  such  phyatclars.  let 
the  even;  tbat  a  physician  U  designated  to 
av.pcrrUa  the  acoiwy'a  arrelr&a.  the  Kuratoe; 
*-TVt:s  chail  br  uudur  the  direction  ot  a 
res!sl?r«£  urofeutonal  nnrave  r;uall£ed  *»  a> 
public  he&ttli  nun  directar  or  3u|>:r>lsor. 
T>.s  fotlattb:^  arc  the  r«ri\ilrcmcn:s  for 
rui:.i yi!i.t  rs  a  pupils  h:al:h  nurse  director 
or  suj»rr»l-.ort 

(al  t>:rsc!or.  A  public  liea't.-.  nurse  Clree- 
tor  r.as  coinplctcd. 

•(i)  A  r.-_-^:er-s  dr;re»  proj.-Ain  accredited 
by  tr-.-s  Nuiionnr  I^;:^:ue  tnr  Ntirshir;  with  n 
ji^ijlr-.r  i:>r.J.ir  lu  :u;::il.!jn.  tca,tl«:i,-:.  c<-:i- 
»v;;^tt>n  cr  tc;ini:.i>t::.v.w  t--d  nd-.-r.ict <l 
•tn.'ly  la  a  ctliilr.il  srcr-alty;  cr  a  master-.-* 
prcjism  In  p-.iKlc  hrnttli  In  r.n  Institution 
r.rcrj.::i-d  by  the  Ar>erIt.-«:\  TuWlc  l(r.\l'.h 
Av..»ci*t!ri»;  and 

(?)  Tl\c  years  or  cxnrrle-.'e  In  yuV.le 
r.ci'.i*  nurilrp.  I  year  C  which  »hi»:i  l.s\e 
fcr-:i  Li  a  il-.pirvl-ory  «>;.r.-:t:-.ce. 

(h)  Si:;icrk-i>oi*.   A   p-.O^Ii   bcattli  nurse 
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re-  hrj'.st.   :.•...-»!■.-  [>:.;■.::.,• 

p.v.'.:i;.vi-:.ir.iTfiio  v/lilcl>  l:  r:-.:J; 

tent  J  by  r.m  Xattoiial  !«»,- 

KM.-i!>.;  rw  j,lM!s  healtli  uu.-.lr.£.j.- 


»UJMr 


anoax  King 
ptrvislm—tor.HHon.  The  h.»<>;  j 


.*<>»".*»  «:*•-•«?  «;a!sna:cs  »  J»Myv..:.-.n  _. 
It£lJH:ctf  rrorcssloual  nu»»  quail  »»  a 
public  health  Hint  t'lrtclor  to  tfi.-ect  the 
r-Concy"s  t^nrle**.  hi  th»  ereni  thai  a  phjM- 
elan  !»  the  artrntn!*;re.:or  o!  the  homi  hea'th 
r.jcr.cy.  the  nu=il--s  service  sliail  to  sate 
«»•»  directly  or  st  Kjbtmit  prarcssleaal 
qusCLIad  •>  a  public  health  nu»c 
eV.r*e:o.-.  All  ho^>»  health  *c.-r!r*j  than  bo 
prc.i:d»<s  lo  accordance  trtih  iho  order*  or 
the  physician  responsible  for  the  care  or  I  Ho 
patient  voier  a  plan  of  IrratrwrJt  «s- 
t#>Wli£Jd  by  such  phyVr'rtn 

»b!te  j;:zltti  Tl-^riiuo  Director— .<}:!*lif.?e- 
ttoits.  The  nursuij;  director  must  meet  cnt 
ot  the  iollowlce  requirement*: 

(a)  Freftmit.  A  master's  degrea  with  e. 
TJlajw  In  public  health  iiun«r>s  oileilnKtra- 
tlon.  »'i^c.-<l.!on.  or  specially  frotn  a  vnl- 
Yarslly  prcr^-am  approved  by  11  u  llatluol 
X^.tjrue  far  Nursing  or  n  master's  Ojreo  In 
public  health  Xrora  a  university  prc-jriin  ap- 
prorrd  hy  tbo  American  Public  lltalth  A-U9- 
ctatlm::  ai;d  with  r.  rntaluram  or  3  years  e>r 
•xperisneo  with  a,  E«unliia3  public  health 
liuriliij  sirvlca-  tinCer  qualUled  suuc— lr.toa 
and  vrlth  rjpcr»lir»ry  cxpenaoco  lo  a  public 
fccrJ'rt  nursing  eecacy. 

(b)  /rctprsb.V.  A  bascabureate.  eVcrea 
from  a  vclrersriT  pre— ram  In  nunlu;  ap- 
proved by  tie  Kattanal  Lcatue  'or  Nurjlr.j 
tor  puhlls  health  nuisUr"  preparation  sup- 
pleoirr.tcd  by  oppromf  couiws  la  puVlic  . 
health  iMtrsase.  superrlaioa  end  »t3rau.i;tra- 
tlo:i,  and  a*  least  S  yz.-.n  ot  espiriir.ta  la 
puV.'a  brsUh  r.uri'.n-^.  tticlutititc  3  yuan 
uudsr  quauard  supervision  sru!  3  years  as  a 
■u]tsrrl*<sr. 

assctavax  10  I  «uuj 
Vursuant  to  the  prorfctacis  or  section  1553 
or  t!tt*  >:vt:»  or  fee  Aet.  «-.««  S  r.pr-.-ovtd 
the  /o;".o-.v;rs  h!;her  eor.oitlan  or  >i:Hrly.\- 
tlon  :elatl:.;t  to  tlie  A«r!i^ry  Crci-;»  t-r  l\-o- 
r-:jloa.-.l  Pe.so:.uel  la  U-.«  Suic  limtii^a 
brlon: 

xc-.v  j».ssr 
AcYl.-c»7  cr3:rji 
tor.ilitie-ii.  l-.v.en 
and  other  iSfr.i;ii:.t!:  strvlcrs.  a>:U  «:*  v-"^ 
Jrj-.lvi-.sl  fr.'.-.h  r  V"-'  or  ctii.r  f:' .'.  -f* 

to  ic;u?ar  rcrlf.v  by  r.  r.f'J«|»  rf  iirofc— 
c-.-.x;;;I  ;  :>7.-'.:in.::  a:»:l  a  tf;li".r:c-il  (  :(  .'.-.- 


"/  P'C/rs»!b.i«'  ;•< 
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I"  ,.  -',  n  .-r  >.  ».•.•:.'!;•-.•  r,-.  -.  y.KIs  frffilib  ■ 
<;.:<•;•.-:  r.-  r.      .-  I  nur.-r  i  j;..rvt 

C-.-rjroi.-f  t.-e-.:p.    I*)    VI.U  | 

t3s:i»  c-r  t: >-.  :•.";-..   |:}  a  i-r.ico:::^-.!-.'.' 

(f>J  f.riilif  n-.r; 
f:v.:?:ir.:  eras? 
l!ls  a^nc?. 

(c)  TSi  j.?>7»!:i»r»  n>5.nl»eT»  of  the  A3- 
>fcory  Cmy  «ni  a  s  v'.iit  tl«  Co-juty 

l.V.I!^>)  SoiAjty  a>.:l  l:-.Urp.-ct  n-«»ey  UK^leA 
c^UIcs  to  iM  phyiUlaaa, 

ftir  II  Is  ri»h*%!«  r^r  tft*  jrou?  to  liieluC* 
V.y  prraona  fcnooflt.-rscs^io  l:<  fieaJLU'  amirs 
fcn  J  aUo  to  7va»*  a  t»!e!j  rai>^  ot  protcnlqiirt 
rc^manioUves  audi  «.» aaclal  wo/fen;  H«».rX» 
t'.aabc  sp*«cA.  pbysUal  w%  oowpaMo—1 
Minapiasa. 

rm»«i  ta  t!>o  rrovlrtona  of  ieellon  JSCS 
or  tlUa  XVTJt  of  u»»  Att.  thero  «i  apsf  o»ert 
tha  rol'.ovteg  hi^S-r  oaodlitot—  of  p*rU*lp»» 
tloa  r*!au»z  to  sUlti  nunlng  wrrtcu  la 
ti-.oio  SaUi  Wcmiift*  b«tar«; 


SJiiS*a  »wj>;;  acrrtei  cjnttftow.  Skin** 
Mirtrs  is  jrrncWrd  by  or  utxtcr  th» 
aupsrt  iaioa  of  x  pd&Ua  haalth  >t<ws!ac  supo^ 
•»licr  eu.u9«7  liejwd  l»y  tho  Stal*. 

(>)  ymjen&nai  tnmlaf  aerttoi  itwfto, 
n"S»  P-rortiUaa       1  40ilZH(«>  or*  nppU. 

(b)  J>nWi»  ItnZHk  Ston&if  SnptnUo*— 
ri-clifizasimu.  IS*  pubU*  kcsiitt  nurslnj 
»uT«r»lia»  must  b»«  a  baoolKtuoat*  dajna 
Jrom  n  untrmlr^  P«<£r»u»  fc»  Hu«3ln;  op. 
p.-OT«£  by  us»  Z.-stloaal  Lca^u»  for  Nursing 
i?r  puUlo  >>rsJy»  ntsntii;  prcpvaUon,  and  k 
irthilmuus  oC  2  ;an  of  c??*r?l«n*«  M  a  pwUlo 
hnUh  nun  las  p.-ostva 
nurstac 

tlwy  rast<acul3UUI*» 
CO 

eitlion.*.  (?*>  I  ■in3.i7M.> 
ti) 

(5?»  I  403.139=.) 

CO  riasVutt  nsnt^gk  ftgflt*.  fTJ»»  provt- 
il»»r  1-K3.1=S*J&>  :wa.?>laMt.) 

in  rvMttiw  ar»FJw tnti^— Bo—.  (s*o 
•> 


rnvrilns  »n!w  is  provide*  by  or  uniff  lh» 
j::->rr»is.!r<«l  U  a  nwOif.si  publiohaaJtb  »u*. 
In-  wlrctter  ciMi/ar  sttjisrvlsac  (S«o  }  «05<» 
)?;i[cS>  rv£M«!i»»5  q>«a!uleaSS.->ua.) 

siia»  i4b>Ko  . 
SSU.VJ  jikhJt^  S£flr.'s-—cf»iir^li>tt.  SV.lllrtS 

;  j;>vrv|-.l3i>  "T  »  nuiiir.cjl  puMlc  h;aHI>  nurj- 
in;  »>Tpe»7hjr  c-jircuUy  Jic;:>»jit  by  t>ic 

5'.  '.Jo. 

(-)  rrc-A-.-j-'oc-.T  nu#jlaj  tmirt*— 4.utle». 
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1  (3/76) 


(c)  Whither  th;  proposed  capital  ex- 
penditure Is  revjirid  to  conform,  or  li 
ll'r-.ely  to  b-3  required  to  conform,  to  cur- 
rent stai-.-iirJj.  criteria,  or  plans  devel- 
oped pursuant  to  the  Public  Health  Serv- 
ice Act  or  the  Mental  retardation  Faclll-  . 
ties  »nd  Community  Mental  Health 
Centers  Coratruetlon  Act  of  1953.  to  meet 
the  need  for  adequate  health  care  facili- 
ties la  the  area,  covered  by  the  plan  or 
plans  so  developed; 

•  (b)  Whether  a  capital  expenditure 
proposal  has  been  submitted  to  the  desig- 
nated planning  a»eney  for  approval  pur- 
suant to  section  1122  of  the  Social  Secu- 
rity Aet  (42  U.S.C.  132da-li  and  imple- 
caentlcz regulations;  and 

<e>  Whether  tha  desl3naUd  plannlns 
azeoey  has  approved  or  disapproved  the 
proposed  capital  expenditure  If  It  has 
been  so  presented. 

<3>  Preparation  ef  pfon  ami  budjif. 
The  overall  plan  and  budge.  Is  prepared 
Under  the  direction  or  the  goverrdaz 
body  of  ths  horn*  health  ajerrey  by  a 
committer  consisting  of  representatives 
of  the  zovtmlrz  body,  the  administra- 
tive staS.  and  the  medical  staff  (If  any) 
ef  the  home  health  sseney. 

14)  Annuel  rtvitto  of  plan  and  btrd?et 
The  overall  plan  and  budget  Is  reviewed 
and  updated  at  least  annually-,  by  the 
commllte*  refarred  to  In  paragraph 
(1)  (3)  of  this  section  tinder  the  direction 
of  the  governing  body  of  tha  home  health 
agency. 


(33  FR  12090,Aug.27jl968,a3 
aaanded  at  33  FR  l86U7,I>sc. 
18,  1968,-36  FR  7050,Apr.U*, 
1971;  38  FR  18979, July  16, 
1973,-UO  FR  22tf25,Juna  5, 
1975j  10  FR  56661,080^,197^) 

J  41)5.1222  Coin1!t:>M  of  parlicinslioni 
Croup  or  prefr;>iw>al  pvrsonJmU 
A  tmiia  of  professional  panonnal. 
T/hlch  Includes  t\t  least  one  pliyslclrjiand  ' 
one  registered  nurse  (preferably  n  pubMa 
Jie.-Wi  nurse),  rait)  v.ith  expropriate  rep-- 
ion  frun  ot'.ier  professional  dis- 


clpliRtfjJeSR  SB35S  rjiJaJiniutilyTcvlcy/ 
the  r.gencr's  po:iclaT~coVen:L-ir;  s;c-v~~cT 
seniles  orfcren,  ad«)tlss!an  rnd  dlrchnrsc 
policies,  medical  supervision  nnd  plrtns 
of  treatment,  crr.crctncy  care,  elinlccl 
record;.  personnel  cualtfcatioas.  tmd 
program  evaluation.  At  leas*,  ono  inrml,  t .- 


rfrrrmey. 


(5)  Annual  reoort.  Art  annual  report  of  *ctxviti«  in- 
cluding the  names  of  the  ^oveming^body  and  a  eertif W 
public  audit  shall  be  published  and  be  available  to  th. 
public. 


advisory  corrcnittee  representative  of  the  services  pro- 
vided  by  the  agency,  and 

and  administrative  personnel 
recommends  policy  to  the  governing  body 

„f  t-his  arouo  shall'  have  no  f  inai 


any  affiliated  agency. 
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41  (3/76) 


Regulations  ?Jo.  5—  Subpart  [.  237 


(a)  Sir.r.;Zr.rd:  AAvhory  r.wl  ciMu.-.tton 
/i.>-c,'i3.i.  ins  ;»oup  or  pfofc?Mon:\l  pcr- 
tonncl  rr.ccti  frequently  to  advi?-  Ihc 
R^encr  on  piofc^Icnal  to  partici- 

pate In  the  evsUatlon  of  tl.c  ft;ci:c.Vs 
program,  r-nd  to  a»:Ist  the  KL'Cncy  In 
mninULT.i;  Jb.'son  v.lth  oilier  ho.-.lth 
P"°"'"i{ls-i  In  the  community  and  In 
lis 
mln- 


■  — »  w.iv.-  ^uuiinu:iuy  and 
Its  community  information  program. 
xnCiUiiss  me  documented  by.dated  m 


■Addcatluca 


§40:>.12£3    CemlitioH  or  participation; 
Acecplanre  «f  paiir/iU,  plan  of  trcau  i 
nicni,  ronlical  tuptninwi. 
Patients  are  accepted  for  trcntmini  I 
on  tue  basis  of  a  reasonable  expectation  | 
that  the  patient's  medical,  nurslnr.  an*  ! 
social  needs  can  bo  wet  adequately  by  the 
a»cncy  In  the  patient's  place  or  .rest-  I 
denta.  Care  follow*  ji  written  plan  of  j 
-  treatment  established  and  periodically  ' 
reviewed  by  a  physician,  and  care  con- 
tinues under   the  supervision  of  a 
physician. 

tiO  Sf eatdcrd;  W an  of  t.-eatmtnt.  The 
ptsu  of  treatment/  developed  in 


4-> 


sultatloa  with  the  Rstacy  staft'eavers  oil 
pertinent  dlazaoia*.  Including  mmUl 
status.  fcyp*»  of  services  and  equipment 
required,  frequency  of  Till  la.  prognosis, 
rehabilitation  potential,  functional  lim- 
itations, activities  permitted.  nutritional 
requirements.  medications  and  treat- 
ments, any  safety  measures  to  protect 
azahist  Injury.  Instructions  for  timely 
dlscharsa  or  referral,  and  any  other  ap- 
propriate Items.  If  &  physician  refers  a> 
patient  under  a  plan  of  treatment  which 
cannot  be  completed  until  after  an 


Is  con- 


evaluation  This,  the  phyj 
suited  to  approve  addition*  cr  s:si»tt=a- 
tloru  to  the  ordinal  plan.  OrcV-s  lor 
therapy  services  include  :-.s  specific  pro- 
cedures ar.d  rsodiUiUes  to  te  Uied  sr-d 
the  amount,  frequency. '  tz-.i  duraUoa: 
The  therapist  and  other  aseasy  person- 
nel .participate  In  developing  the  plan  of 
treatment, 

CM  Situ&ird;  Periodic  wrfea  of 
of  trectmt*t.Ttt*  total  plan  &f  treatment 
Is  reviewed  by  the  attending  physician, 
and  hoaaa  health  acency  personnel  ta 
often  as  the  severity  of  the  paUsnl'a 
condition  requires,  but  at  least,  onre 
every  60  days.  Asency  professional  s*aS 
promptly  alert  th«  physician  to  any 
Miin-es  that  s^ssest  a  need  to  alter  th» 
plab  of  treatment 

_  (c)  Sicndcrd;  Con'orrtcnec  Kith  phy- 
*.cia:.-s  crderj.  Urujs  end  treatments  ore 
administered  by  agency  z'.it:  only  as 
ordered  by  the  phyMcian  Th-  n  — j-  o- 
theraplst  immediately  reecrdi"a.-.a"stetia 
oral  orders  and  obtains  the  physician's 
countersignature,  /.grnry  star;  c'.i>->  ?.n 
medicines  p.  patient  may  r>e  tuVvr  la 
Identify  posslb'.y  Ineffective  dm?  therair/ 
or  adverse  reactions,  sl^r."^:^  s!-*e  ef- 
fects, drus  allciBles.  ai:d  eor-.trAlnd"c-'Ud 
midication.  ».nd  promptly  report  any 
proWcns  to  the  phyj-elan. 
S  403.122  t 


i.lillo 


.pal.. 


TITie  home  health  escnry  provides 
-r^med  nursing  service  bv  cr  u.-d»r  the 
supervision  of  a  rcjj.steicd  r.-ne  =rd  U 


signed  and 


S  405.1229  should  be  placed  under 
S  405.1222  and  sections  should  be  renumbered 
accordingly 


is 

LSevid?nf-Patient  Care'  Plannin?'  and  evaluation 
evident  m  every  agency.  It 


delete  skilled;  add  professional 
.delete  skilled;,  add  professional 
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EXHIBIT  C 


MEDICARE:  UTILIZATION  OF  HCM£  HEALTH  SERVICES,  1974* 


Both  programs  under  Medicare  cover  home  health 
agency  services.  To  qualify  for  HHA  services  a  ben- 
eficiary must  need  intermittent  skilled  nursing  care 
or  physical  or  speech  therapy.  Other  reimbursable, 
services  are  occupational  therapy,  medical  social 
services,  and  home  health  aide  services.  Covered 
services  also  include  medical  supplies  (other  than 
drugs  or  biologicals)  and  the  use  of  medical  ap- 
pliances. - 

Coverage  under  the  hospital  insurance  (HI)  part  of 
the  program  provides  for  payment  of  the  reasonable 
cost  of  up  to  100  home  health  visits  during  a  benefit 
period.' 

The  visits  must  occur  in  the  year  following  a  Senefi- 
ciary's  most  recent  discharge  from  a  hospital  (Stay  of 
at  least  3  consecutive  days.  A  plan  of  treatment 
must  be  established  by  the  patient's  physician  within 
14  days  after  discharge  from  the  hospital  or  skilled 
nursing  facility.  The  services  must  be  necessary  for 
further  treatment  of  a  condition  for  which  the  pa- 
tient received  .services  in  the  hospital  or  skilled 
nursing  facility. 


Home  health  services  under  the  supplementary 
medical  insurance  (SMI)  part  of  the  program  are 
limited  to  100  visits  within  a  calendar  year,  after  the 
deductible  ($60  in  1974)  is  met.  No  prior  stay  in  a 
hospital  or  a  skilled  nursing  facility  is  required. 
Otherwise,  the  requirements  for  coverage  are  the 
same  as  those  under  HI.  SMI  may  be  used  for  home 
health  visits  after  benefits  under  HI  are  exhausted. 

The  Social  Security  Amendments  of  19722  made  the 
following  changes  in  HHA  coverage,  which  greatly 
affected  utilization  and  costs: 

•  Eliminated  the  20-percent  coinsurance  for  SMI 
coverage  of  home  health  services  furnished  on  or 
after  January  I,  1973. 

•  Authorized  the  Secretary  of  HEW  to  establish, 
by  diagnosis,  periods  of  coverage  for  home  health 
care  under  the  hospital  insurance  part  of  Medicare 
for  individuals  with  specified  conditions.3 


*By  Wayne  Callahan.  Program  Statistics,  Division  of  Health 
Insurance  Studies.  The  reliability  of  estimates  was  prepared  by 
James  Beebe. 

'A  benelit  period  begins  with  the  first  day  a  patient  receives 
ii:\iiienl  hospital  or  skilled  nursing  services  and  ends  afier  60 
consecutive  days  in  which  the  patient  was  neither  an  inpatient  of 
a  hiK.iii.il  nnr  skilled  nursing  facility.  There  is  no  limit  to  the 
n'irr.her  of  benefit  periods  a  person  may  have. 


^Titte  XVIII  of  the  Social  Security  Act  as  amended  sy  P  L 
92-603  (H.R.I).  Oct.  30.  1972. 

•'Under  the  1972  amendments  (Section  228  ofP.L  92-60;i. 
the  Secretary  is  authorized  to  guarantee  payment  under  Sic>-?:  •'. 
insurance  for  posthospital  home  health  services  pTSvtJsd  thai 
the  individual  has  a  medical  condition(s)  specified  by  the  Secre- 
tary and  provided  the  individual  is  eligible  for  home  hd'th  bene- 
fits 
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•  Allowed  payments  for  services  that  the  home 
health  agencies  did  not  know  and  could  not  reasona- 
bly have  been  expected  to  know  were  not  covered. 

•  Extended  Medicare  protection  to  persons 
receiving  social  security  benefits  based  on  disability 
or  end-stage  renal  disease.  This  coverage  began  in 
July  1973. 

The  wage  and  price  controls  under  the  Economic 
'Stabilization  Program  may  have  influenced  home 
health  agency  reimbursement  and,  therefore,  utili- 
zation between  1971  and  1974.  These  controls 
began  in  August  1971  and  remained  in  effect  until 
April  1974  for  the  health  care  industry. 

HIGHLIGHTS 

Home  health  bills  recorded  under  the  Medicare 
program  for  the  aged  and  disabled  during  calendar 
year  1974  revealed  the  following: 

—Persons  receiving  reimbursable  services  num- 
bered 393,000,  a  rate  of  16.5  per  1,000  enroUees; 
they  incurred  total  charges  of  $147.5  million,  an 
average  of  $376  per  person  served. 

—Ninety-four  percent  of  the  persons  served  were 
aged,  and  the  remainder  had  a  status  of  disabled  or 
end-stage  renal  disease  only.' 


—  About  8.1  million  visits  were  provided,  an 
average  of  20.6  visits  for  each  person  served. 

—Ninety-six  percent  of  total  charges  recorded  were 
reimbursed. 

—Forty-seven  percent  of  the  persons  served  re- 
ceived fewer  than  10  visits',  ^percent  received  100 
visits  or  more. 

—Sixty-five  percent  of  the  visits  were  for  nursing 
services,  23  percent  for  home  health  aide  services, 
and  JO  percent  for  physical  therapy  services. 

—Two-thirds  of  the  visits  were  covered  under  HI 
and  one-third  under  SML 


UTILIZATION 

In  1974,  reimbursements  for  home  health  services 
exceeded  $141  million,  slightly  over  1  percent  of 
total  reimbursements  under  Medicare  (table  1). 

While  total  Medicare  reimbursements  increased  in 
each  year  shown,  the  number  of  home  health  visits 
and  amounts  reimbursed  for  home  health  services 
decreased  in  1970  and  1971.  A  low  point  was 
reached  in  1971,  well  under  1  percent  of  total  reim- 
bursements. This  decrease  was  due  to  new  policy 


TABLE  1.— Total  Medicare  reimbursement,  reimbursement  for  bom*  health  services-,  and  number  of  home  health  visits  under 
Medicare,  calendar  yean  1969-75 


On  theeaaada) 


Total  M 

sdieare 

Horns  health  agency 

Home  health 

reimbur 

ietnent 

reimbursement 

visits 

Year 

■  As  percent 

Amount 

*  Percent 

Amount 

or  total 

Number 

Fircent 

change 

change 

reimburse  " 

change 

change 

1969  

$6,274,361 

S78.081 

1.24 

8.534 

1970  

6.743,198 

7.5 

61,513 

-21.2 

.91 

5.986 

-29.9 

1971  

7,451,526 

10.5 

56.749 

-7.7 

.76 

4.755 

-20.6 

1972  

8.159,753 

9.5 

65.748 

15.9 

.80 

5.182 

9.0 

1973  

9.523,139 

16.7 

92.319 

"  40.4 

.96 

6,310 

21.8 

1974  

11.742,827 

23.3 

141.461 

53.2 

1.20 

8.070 

27.9 

1975  

14.277.266 

21.6 

208.493 

47.4 

1.46 

10,500 

30.1 

Source:  Social  Security  Administration,  unpublished  utilization  statistics,  amounts  reimbursed  by  period  expense  incurred,  as  of  Sep- 
tember 1976. 
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guidelines  issued  by  the  Social  Security  Administra- 
tion in  August  1969  that  denned  more  precisely  the 
levels  of  home  health  care  for  which  reimbursement 
is  allowed. 

Reimbursements  for "  home  health  services  in- 
creased significantly  in  1972  and  in  each  subsequent 
year.  The  increase  in  utilization  after  1972  was 
stimulated  by  the  provisions  in  the  1972  amend- 
ments which  expanded  payments  and  coverage  for 
home  health  care,  and  extended  coverage  to  dis- 
abled persons  and  those  with  end-stage  renal  dis- 
ease. 

Between  1973  and  1974,  reimbursements  for  home 
health  services  increased  over  53  percent  compared 
with  an  overall  increase  of  23  percent  for  Medicare 
reimbursement  during  the  same  period.  By  1974, 
HHA  reimbursements  again  were  over  1  percent  of 
total  Medicare  payments.  Preliminary  data  for  1975 
show  that  HHA  payments  continue  to  increase  at  a 
greater  rate  than  total  Medicare  payments. 

In  1974,  nearly  393,000  persons  received  reimburs- 
able home  health  services  under  Medicare.  About 
8.1  million  therapeutic  visits  were  made  with  total 
charges  of  $147.5  million.  On  the  average,  each  per- 
son received  20.6  visits  with  total  charges  of  $376 
(table  2). 

Over  one-third  of  the  persons  served,  and  of  the 
visits  and  charges  recorded,  were  for  Medicare  ben- 
eficiaries residing  in  the  Northeast  Twenty-four  out 
of  1,000  Medicare  enroUees  there  received  home 
health  benefits  in  1974,  considerably  more  than  in 
any  other  area.  The  Northeast  also  employed  the 
largest  number  of  nurses  (table  6).  Beneficiaries  in 


the  South  received  more  visits  per  person  and  had 
the  highest  average  charge  per  person  served.  On  an 
individual  basis,  greater  utilization  was  recorded  for 
services  provided  outside  the  United  States.  Persons 
in  outlying  areas  had  almost  twice  as  many  visits  per 
person  and  well  over  twice  the  average  charges  of 
persons  residing  in  the  United  States. 

The  total  charges  shown  in  table  2  include  charges 
for  durable  medical  equipment  and  supplies,  in  ad- 
dition to  the  charges  for  medical  personnel  on  a  visit 
basis.  Reimbursement  is  calculated  on  a  cost  basis 
that  is  agreed  on  by  the  home  health  agency  and  in- 
termediary. The  rate  is  the  percentage  relationship 
of  the  agency's  cost  to  charges.  The  intermediary 
determines  the  appropriate  percentage,  not  to  ex- 
ceed 100  percent  of  charges,  using  the  SSA 
guidelines.  Over  95,  percent  of  the  total  charges 
shbwn  in  table  2  werfj  reimbursed. 

Table  3  shows  the  number  of  persons  receiving 
home  health  services,  by  number  of  visits,  under 
Medicare  in  1974.  Visits  and  charges  for  those  per- 
sons who  had  home  health  services  under  SMI  but 
did  not  exceed  the  S60  deductible  are  counted  as 
receiving  services  in  this  report  There  is  no  deduct- 
ible for  home  health  services  under  HI.  If  a  person  is 
eligible  for  home  health  services  under  both 
programs,  the  services  are  chargeable  under  HI. 
However,  when  the  100  visits  allowed  under  HI  are 
exhausted,  benefits  under  SMI  may  be  used 

About  8,500  persons  (2  percent  of  those  served)  re- 
ceived 100  or  more  visits  in  1974.  Approximately  1 
percent  of  the  beneficiaries  using  HHA  services  ex- 
hausted the  100  visits  allowed  under  SMI.  About 
the  same  proportion  received  100  or  more  visits 


TABLE  2.— Number  of  persons  served,  number  of  visits,  and  i 
•        •  (Number  and  a 


I  of  charges,  by  rctla*»  calendar  yew  1974 
in  thousands) 


Region 

hnora  served 

VuiU 

Tool  cKuim 

Visit  charjea 

Number 

Per  1 .000 
enroUees 

Number 

Per  p 
jer 

enon 
ved 

Anrauit 

Per  person 
served 

Amount 

P>rp 
ser 

ved 

Amount 

Per  person 
served 

J92.7 

16.5 

1.070 

206 

SI  47.499 

S376 

JI37.40* 

J350 

JU1.461 

1360 

Northeast  

141.1 

2*4 

1899 

20.2 

50.376 

350 

47.166 

321 

41.492 

137 

111 

117 

1.S27 

11.4 

25.456 

303 

24.012 

303 

24.291 

293 

102.3 

1J.6 

2.417 

23.6 

47.274 

462 

42.332 

414 

45.331 

441 

West  

602 

119 

1.087 

S3  1 

21.425 

356 

20.199 

J36 

20.415 

139 

3.7 

14.4 

140 

313 

2.938 

K3 

Z.6T7 

711 

2.911 

797 

Includes  Puerto  Rico.  Virgin  l«Iandj.  Guam,  older  outlying  areas,  and  residence  unknown. 


278 


TABLE  3.— Number  and  percentage  distribution  of  persons  served  by  number  of  visits  and  type  of  coverage,  1974 

On  thousacds) 


Number  of  visits. 


Hospital  and/or 
medical  insurance 


Persons 
served 


Percent 


Hospital  insurance 


Persons 
served 


Percent 


Supplementary 
medical  insurance 


Persons 
served 


Percent 


Total 

1-4  

5-9  

10-19  

20-29  

30-39  

40-49  

50-99  

100  

101  or  raon 

Mean  

Median.... 


392.7 

102.5 
816 
87.7 
41.5 
23.9 
16.0 
30.0 
1.5 
7.0 

20.6 
U.3 


100.0 

26.1 
21.0 
22.3 
10.6 
6.1 
4.1 
7.6 
.4 
1.8 


279.9 

70.7 
61.6 
63.4 
30.6 
17.4 
11.0 
21.0 
1.8 
24 

19.5 
11.2 


100.0 

25.3 
22.0 
22.7 
10.9 
6.2 
3.9 
7.5 
.6 
.8 


47.1 
31.1 
3U 
13.9 
7.8 
5.2 
10.7 
1.6 


17.6 
9.4 


28.1 
20.9 
21.0 
9.4 
5  2 
3.4 
7.2 
1.1 


unde ?  HI.  It  is  possible  to  receive  more  than  100 
visits  in  a  year  under  HI  if  the  beneficiary  had  more 
than  one  benefit  period. 

Comparisons  of  the  median  and  mean  number  of 
visits  show  rather  large  differences.  The  data  in  table 
3  show  that  a  large  number  of  persons  received 
relatively  few  visits  (47  percent  received  fewer  than 
10  visits)  while  less  than  10  percent  received  50  or 
more.  As  a  result,  the  average  number  of  visits  per 
person  (20.6)  is  much  larger  than  the  median  num- 
i  ber  of  visits  per  person  (11.3). 

Over  9"  percent  of  the  persons  served  received  serv- 
ices under  both  parts  of  the  Medicare  program.  They 
averaged  S3  visits  per  person  as  compared  with  an 
average  of  17  visits  for  those  receiving  benefits 
under  the  HI  or  SMI  program  only,  as  shown  in  the 
following  table. 


Type  of 
coverage 

Persons  served 

Percentage 
distribution 

Average 
number 
of  visits 

HI  and/or  SMI  

100.0 

20.6 

HI  and  SMI  

9.1 

53.0 

62.1 

17.5 

28.7 

16.9 

Almost  one-third  of  the  persons  were  admitted  to 
home  health  programs  with  diseases  of  the  cir- 
culatory system  (table  4).  Neoplasms  accounted  for 
10  percent  The  remainder  ranged  from  3  percent 
for  diseases  of  the  genitourinary  system  to  about  S 


TABLE  4.— Number  and  percentage  distribotion  or 
served,  by  major  disease  category,  1974 


category* 


Total  ... 

Circulatory  system  

Neoplasms  

Endocrine,  nutritional 

and  metabolic  

Accident,  poisonings  and 

violence.  

Musculoskeletal  system . . 
Nervous  system  and  sens 

organs  

Digestive  system  

Respiratory  system  

Genitourinary  system — 

Allother  

Unknown  


Number 
of  persons 


distribution 


392.7 

100.0 

124.1 

31.6 

39.3 

10.0 

30.2 

7.7 

25.5 

6.5 

21.6 

5.5 

21.6 

5.5 

17.7 

4.5 

17.3 

4.4 

11.4 

2.9 

71.9 

18.3 

12.2 

3.1 

'Based  orr  first  International  Classification  of  Diseases,  vol.1, 
eighth  revision,  diagnosis  recorded  for  persons  served  during 
year. 
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percent  for  endocrine,  nutritional,  or  metabolic  dis- 
eases. The  disease  classifications  in  table  4  are 
shown  in  rank  order.  The  diagnoses  were  grouped 
into  the  17  major  classifications  of  diseases  (Interna- 
tiona! Classification  of  Diseases,  vol.  1,  eighth  revi- 
sion). Where  more  than  one  diagnosis  was 
recorded,  the  first  one  recorded  was  used  for 
classification  purposes. 

Nursing  service  is  the  primary  service  provided  by 
home  health  agencies.  Over  95  percent  of  the  per- 
sons served  received  nursing  care  (table  5).  About 
one-fourth  received  home  health  aide  services  and 
about  1  patient  in  5  required  physical  therapy  serv- 
ices. Less  than  7  percent  received  any  other  type  of 
therapeutic  service. 

Almost  65  percent  of  all  visits  were  for  nursing  care. 
An  additional  23  percent  were  recorded  for  home 
health  aide  visits.  When  home  health  aide  services 
were  used,  they  tended  to  be  used  rather  heavily— 
almost  20  visits  per  person  served. 


Most  home  health  services  were  furnished  by  visit- 
ing nurse  associations  (VNA's).  They  provided 
almost  3.6  million  visits  to  189,000  Medicare  bene- 
ficiaries in  1974,  almost  half  of  those  served.  VNA's 
ranked  below  the  national  averages  in  all  measures 
of  utilization  and  charges  per  person  served.  In  con- 
trast, proprietary  agencies  and  the  "other"  category 
(largely  private  nonprofit  agencies)  accounted  for 
the  highest  average  number  of  visits  and  average 
visit  charges  per  person,  well  above  the  national 
averages.  Hospital-based  programs  ranked  first  in 
charges  per  visit;  governmental  ageniies  ranked 
lowest. 


Medicare  covers  the  majority  of  home  health  serv- 
ices furnished  to  persons  age  65  or  over.  In  fiscal 
year  .1974,  only  26,600  persons  age  65  or  over  re- 
ceived home  health  services  under  Medicaid  (Title 
XIX  of  the  Social  Security  Act)  for  reimbursements 
of  S3.0  million.4 


■"See  tables  10  and  21  in  Number  of  Recipients  ami  Amounts  of 
Payments  Under  Medicaid.  Final  Year  W74.  NCSS  Report  B-4. 
National  Center  for  Social  Statistics.  October  1976. 


AVAILABILITY 

Over  2,300  home  health  agencies  were  certified  to 
provide  services  to  Medicare  beneficiaries  in  1974. 
Among  these  were  public  or  private  agencies  such  as 
visiting  nurse  associations,  agencies  of  State  or  local 
health  departments,  home  care  divisions  of 
hospitals,  proprietary  agencies,  and  voluntary  non- 
profit agencies,  the  latter  being  the  major  compo- 
nent of  the  "other"  category  in  this  report5 

The  distribution  of  persons  enrolled  in  the  Medicare 
program  compared  with  the  number  of  participating 
agencies  and  the  number  of  nurses  employed  by 
those  agencies  provided  a  rough  measure  of  the 
geographic  differences  in  the  availability  of  home 
health  services  (table  6).  It  is  recognized  that  the 
agencies  vary  considerably  in  size  (measured  by  the 

1 number  of  employed  staff) ,  in  the  range  of  services 
provided,  and  in  ^he  number  of  patients  served. 
Over  half  of  the  agencies  employed  fewer  than  four 
full-time  nurses.6  The  range  of  services  provided  is 
also  limited;  one-third  of  the  agencies  provided  one 
service  in  addition  to  nursing  care— the  minimum 
required  for  certification.  Additional  services 
offered  were  often  minimally  available.  Therefore, 
the  number  of  agencies  and  services  offered  provide 
no  real  indication  of  the  availability  of  home  health 
services. 


As  shown  in  table  6,  another  measure  of  availability 
is  the  number  of  nurses  employed  by  the  agencies 
compared  to  the  number  of  persons  enrolled  in 
Medicare  in  the  various  geographical  regions.  Only 
the  Northeast  showed  an  average  of  under  1,000 
persons  enrolled  in  Medicare  for  each  nurse 
employed.  In  contrast,  agencies  in  the  West 
averaged  about  one  nurse  for  every  2,400  enrollees. 

In  some  areas  of  the  country,  especially  rural  areas, 
no  services  are  available. 


'For  the  detailed  conditions  for  home  health  agency  partici- 
pation under  Medicare,  see  Regulations  So.  5.  Federal  Health  In- 
surant for  the  Aged.  Title  20.  Chapter  III,  Part  405.  Social 
Security  Administration. 

*See  Social  Security  Administration.  Medicare:  Health  In- 
surance for  the  Aged.  W72-74.  Section  J:  Participants  Prox.ders. 
Washington.  DC.  U.S.  Govt.  Print.  Off.  1976. 
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TABLE  5.— Number  of  persons  sorted,  Dumber  of  rlslts,  and  amount  of  charges,  by  t>p»of  rlsll  and  ty  p*of  agaocy,  calender  year  1974 


Combined 

Utilization  and 

All 

Visiting 

government 

Governmental 

Hospital- 

Proprietary 

type  of  visit 

agencies 

nurse 

and 

health 

based 

agency 

Other1 

association 

voluntary 

agency 

agency 

agency 

Persons  served:2 

Total  Gn  thousands)  

3917 

189.0 

18.4 

90.0 

47.0 

110 

36.4 

375.2 

1812 

17.5 

86.3 

44.8 

11.0 

33.5 

96.0 

39.6 

3.7 

20.2 

9.3 

6.4 

16.8 

75.3 

34.5 

2.7 

13.8 

.  115 

2.7 

9.1 

26.1 

10.3 

.5 

3.3 

6.1 

1.2 

4.7 

Visits: 

Total  Gn  thousands) . . 

8,070 

3.565 

280 

1,843 

905 

375 

1,102 

5,217 

2,442 

189 

1,225 

591 

163 

606 

Home  health  aide  — 

1,888 

723 

59 

444 

151 

164 

347 

784 

324 

28 

147 

129 

40 

115 

181 

76 

4 

27 

33 

8 

33 

Visit  charges: 

Total  (in  thousands) .... 

S137  406 

$5,054 

HI, 303 

S19.382 

$7,303 

$21329 

89^989 

38,753 

3,718 

19,356 

11674 

3.238 

11250 

Home  health  aids .... 

28,187 

10,018 

747 

'  5,210 

1948 

2,857 

6,408 

15.439 

5,716 

521 

1360 

1986 

994 

1862 

3,790 

1,486 

68 

439 

775 

214 

809 

Average  number  or  visits 

per  persons  served; 

Total  

20.6 
13.9 

18.9 
13.4 

15.2 
10.8 

20.5 
14.2 

19.3 
"  13.2 

31.2 
14.9 

30.3 
18.1 

Home  health  aide  

19.7 

18.3 

15.9 

210 

16.3 

25.5 

20.7 

10.4 

9.4 

10.6 

10.6 

10.4 

15.0 

116 

6.9 

7.3 

8.2 

8.1 

5J 

6.4 

7.1 

Average  visit  charges 

per  person  served: 

$350 

$296 

$275 

$304 

S413 

$608 

$614 

240 

213 

212 

224 

283 

295 

366 

Home  health  aide .... 

294 

253 

203 

258 

316 

444 

382 

205 

166 

195 

170 

239 

372 

314 

146 

144 

139 

134 

128 

185 

172 

Average  charge  per . 

visit:. 

$17 

$16 

S18 

$15 

$21 

$20 

$20 

17 

16 

20 

16 

21 

20 

20 

Home  health  aide .... 

15 

14 

13 

12 

19 

17 

18 

20 

18 

18 

16 

23 

25 

25 

21 

20 

17 

17 

23 

29 

24 

'Includes  private  nonprofit,  rehabilitation  and  skilled  nursing  facility  based  agencies. 
^Detail  does  not  add  to  total  since  persons  may  receive  more  than  one  type  of  service. 
3Includes  speech  or  occupational  therapy,  medical  social  services  and  other  health  disciplines. 
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TABLE  6.— Number  and  percentage  distribution  of  persons  enrolled  la  the  Medium  program,  participative  bom*  health  agencies, 
and  nurses  employed,  by  region,  1974 


Persons  enrolled1 


Number  Percentage 
(in  thousands)  distribution 


Participating  home 
health  agencies 


Percentage 
distribution 


Nurses  employed2 


Percentage 
Number  distribution 


23,756 

5,886 
6.516 
7.545 
3.781 


2.329 

625 
579 
890 
235 


17.069 

6,084 
3.497 
5,905 
1.583 


'includes  aged  and  disabled  enrollees  in  Medicare  program  as  of  Jury  1 ,  1974.  U.S.  total  includes  residence  unknown.  Beneficiaries  in 
outlying  areas  are  excluded. 

includes  registered  professional  nurses  and  licensed  practical  nurses  expressed  in  terms  of  full-time  equivalents. 


The  aged  population  (65  or  over)  increased  by  more 
than  2  million  (or  approximately  10  percent)  be- 
tween July  1,  1970,  and  July  1,  1975.  Over  the  same 
time  period  the  number  of  home  health  agencies 
and  number  of  nurses  employed  in  those  agencies 
decreased  by  about  10  percent 

SOURCES  AND  LIMITATIONS  OF  DATA 

Data  were  obtained  from  billing  forms  submitted  by 
home  health  agencies  for  Medicare  beneficiaries 
receiving  reimbursable  services  in  1974. 

Only  payments  for  covered  services  provided  to 
beneficiaries  are  reflected  in  the  amounts  reim- 
bursed; costs  of  administration,  deductible,  land 
noncovered  services  specified  by  law  are  excluded. 

Payments  for  home  health  services  shown  in  this  re- 
port are  based  on  interim  rates  that  are  adjusted 
after  the  end  of  the  accounting  year  on  the  basis  of 
reasonable  costs  of  operation. 

Information  from  the  billing  forms  is  matched  to 
SSA's  beneficiary  enrollment  file  and  to  a  master 
provider  file  which  describes  the  characteristics  of 
each  agency. 

Data  presented  in  this  report  are  based  on  bills  sub- 
mitted 3nd  recorded  in  SSA  through  September  24, 
1976.  The  sample  counts  for  1974  have  been  in- 


flated to  give  an  estimate  of  the  utilization  of  home 
health  services  as  of  that  date.  The  file  is  incomplete 
to  the  extent  that  approximately  2  percent  of  the 
bills  for  1974  had  not  been  submitted  for  payment 
as  of  September  1976. 

Reliability  or  Estimates  * 

Data  in  this  report  are  estimates  based  on  a  40-per- 
cent sample  of  the  enrolled  population  and  hence 
are  subject  to  sampling  variability. 

Tables  A  through  C  show  approximate  standard  er- 
rors for  some  of  the  more  important  estimates  pre- 
sented in  this  report.  The  standard  error  is  primarily 
a  measure  of  sampling  variability,  that  is,  of  the 
variation  that  occurs  by  chance,  because  a  sample 
rather  than  the  whole  population  is  used.  In  order  to 
calculate  the  standard  errors  at  a  reasonable  cost,  ap- 
proximate methods  were  used.  Thus,  these  tables 
should  be  used  only  as  indicators  of  the  order  of 
magnitude  of  the  standard  errors  for  specific  esti- 
mates. 

In  general,  estimates  of  small  totals,  small  percent- 
ages or  means,  and  percentages  or  means  with  small 
bases  or  for  small  subgroups  tend  to  be  relatively 
unreliable.  However,  because  of  the  large  samp-e 
used  for  estimates  in  this  report,  very  few  estimates 
likely  have  relative  standard  errors  greater  than  10 
percent. 


31-664  O  -  78  -  19 
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TABLE  A.— Approximate  standard  error  of  number  of  persons 
served 


Estimated  number  of 
persons  served 

Standard  error 
of  estimate 

1,000  

40 
130 
290 
400 
570 

10,000  

50.000  

100,000.  ....  

200,000  

400,000  

800 

TABLE  B.— Approximate  standard  error  of  number  of  visits 


Estimated  number 
of  visits 

Standard  error 
of  estimate 

5,000.  :  

890 
UOO 
•  3.000 
4,300 
10,000 
15,000 

ai.ooo 

38.000 

10,000.....  

50,000  

100.000  

500,000  

1,000,000  

4,000,000  

o\000,000  

TABLE  C— Approximate  standard  error  of 
charges,  visit  charges,  or  reimbursement 


of  total 


Estimate  of  charges 


Standard  error 
of  estimate 


$50,000  

$100,000. . . . 
$500,000. . . . 
$1,000,000.. 
$10,000,000. 
$30,000,000. 
$100,000,000 
$150,000,000 


$10,000 
14.000 
35,000 
53,000 
220,000 
470.000 
71G.000 
720.000 
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HEALTH  INSURANCE  STATISTICS  •  # 

Releases  in  the  Health  Insurance  Statistics  series  are  designed  to  pre- 
sent current  data  from  the  Medicare  program.    Two  series  have  teen 
initiated  to  date — the  Health  Insurance  (HI)  series  and  . the  "Current 
Medicare  Survey  (CMS)  series  which  presents  current  data  from  a  survey 
of  a  sample  of  the  Medicare  population.    The  following  recent  releases 


Health  Insurance  Notes 


Humber  Title 

EI-79     Medicare:    Utilization  of  Ham*  Health  Services > 
1974  I  * 

HI-78     Medicare:    Number  of  Persons  Insured, 
July  1,  1975 

EI- 7 7     Hosptial  and  Skilled  Nursing  Facility  Admissions* 

Under  Medicare  Calendar  Sear  1975 
HI-76     Uses  of  Medicare  Data  for  the  PSRO  Program 
HI-75     Medicare:    Use  of  Skilled  Nursing  Facility 

Services,  1989-73 
HI -7 4     Medicare:    Participating  Health  Facilities, 

July  1975 

HI-73     Medicare:    Number  of  Persons  Insured,  July  1,  1974 

HI-72     Health  Insurance  for  the  Aged:    Monthly  Reimburse- 
ments Per  Person  by  State,  1972 

EI -71     Medicare:    Use  of  Physicians 1  Services  by 
Geographic  Region,  1989 

HIr-70     Utilization  of  Short-Stay  Hospitals  Under  Medicare, 
1968-71 

Current  Medicare  Survey  Notes  . 

CMS-33  Supplementary  Medical  Insurance:  Character- 
istics of  Aged  Institutionalized  Enrollees, 
1973 

CMS-32    Supplementary  Medical  Insurance:  Utilization 

and  Charges,  Aged  Enrollees,  1973 
CMS- 31    Use  of  Inpatient  Hospital  Care  by  Disability 

Beneficiaries  July  1971-June  1972 


'  Date 

November  2,  1977 

September 29,  1977 

■March  31,  1977 
March  4,  1977 

February  2,  1977 

September  8,  1976 
April  21,  1976 

October  IS,  1975 

October  3,  1975 

June  24,  1975 


October  31,  1977 
September  28,  1977 
April  28,  1976 


These  reports  and  others  in  the  HI  and  CMS  series  are  available  in  many 
libraries.    To  receive  each  issue  of  the  EI  series  or  the  Ci-lS  series, 
please  send  your  request  to  the  Publications  Staff,  Office  of  Research 
and  Statistics,  Social  Security  Administration,  Room  1120,  Universal 
North  Building,  1875  Connecticut  Avenue,  N.W.,  Washington,  D.C.  20009. 
To  order  by  phone  call:     (202)  673-5209. 
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torsndum  Capital  Bins  .Cross 


To:  Richard  D.  Rife  June  28,  137S 

EXHIBIT  C 

From:        James  H.  MeaQ^  "  - 

S'jb:ect:     Home  Health  Care  Material  Sent  by  Blue  Cross  of  Florida 


Blue  Cross  of  Florida  Is  extremely  concerned  about  a  problem-  which  Is  Increasingly 
becoming  a  concern  to  other  areas.    As  a  Medicare  intercadiary,  their  pcyru^ts 
for  home  health  care  hava  been  rapidly  Increasing  with  the;  proliferation  of 
private  not-for-profit  home  health  agencies  (HHA's)  which  are  "one  hundred 
percenters"  or  "Medicare  Only."     In  numbers  these  agencies  have  Increased  as 
fol lows:  .x  • 

1372    2  "Medicare  Only"  Agencies  *  . 

1973  .  .  .  .   k  "  M  n 

\31k   12  "  "         "  « 

1375   3*-"       "         "  " 

Additionally,  in  January  of  1376,  the  State  Board  of  Health  (the  State  certifying 

agency)  had  35  applications  for  private  not-for-profit  HHA'certi f Ication. 

There  Is  apparently  no  basis  on  which  the  Board  can  refuse  certification.         .  " 

In  September  1375,  Blue  Cross  of  Florida  estimated  that  their  Medicare  payments 
for  1375  would  amount  to  $2.2  million  to  38  publ  Ic  HHA's  (including  some  county 
public  health  nurses)  and  $16  million  to  21  private  HHA's. 

Complaints  about  the  private,.  "Medicare  Only"  agencies  have  Included  over-utili- 
zation, excessive  staffing,  exorbitant  salaries,  high  automobile  expenses, 
lucrative  expense  accounts,  and  kickbacks  for  referrals-    Payments  to  public 
and  private  HHA's  during  1375  differ  as  follows: 

Avg.  Charge/.-  Avg-  Charge/.  Avg.  Visits/ 
Case                  Visit  Case 

Private  HHA's  (27  Medicare  Only 

agencies)  -  $328.07  $  25-73  12.3 

Public  HHA's  (6  largest  VNA's)  $  87. 03  $  6.12 

The  "one  hundred  percenters"  serve  only  Medicare  beneficiaries  and  Medicare 
pays  100%  of  their  costs.     In  determining  allowable  costs,  there  are  no  bases  - 
In  the  .law,  regulations,  guidelines  or  reimbursement  manual   to 'assist  Blue 
Cross  in  determining  what  salaries  or  fringe  benefits  should  be  considered 
reasonable. 
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Blue  Cross,  as  i ntermed lary ,   is  also  having  problems  with  private  HHA's  in 
collecting  overpayments.    These  agencies  experience  significantly  larger  ovei — 
pDyments  than  the  traditional  public  HHA's.     Blue  Cross  feels  they  are  Inflating 
claims  to  receive  overpayments  instead  of  obtaining  "outside  working  capital. 

Proposals  by  Blue  Cross  of  Florida  and  the  BH1  Regional  Office  to  control  these 
private  HHA's  Include  the  following: 

1.    Guidelines  should  be  developed  for  allowable  costs,  particularly 
salaries,  number  and  type  of  positions,  fringe  benefits,  and 
maximum  cost  per  visit. 

Qualifications  should  be- establ  ished  for  a  full  time  adminls-. 
trator.  y  ; 

Legislation  should  be.developed  for  certlf Icater  of  need  for 
new  HHA's.     It  would  be  helpful   if  there  were  a  regulation 
that  for  a  provider  to  be  certified  under  the  Medicare  Program 
he  must  agree  to  accept  patients  without  regard  to  the.  method 
of  payment.  t 

.:■  ■  - 

Legislation  should  be  developed  jto  give  Intermediaries  budget 
approval  over  home  health  agencies.  -  '■'        .  - 


djm/5-7,8 
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:  POLICY 

:  CARE 
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* 

FOR 

ECTUS 

prepared  by: 

Assembly  of  Ambulatory  and  Home  Care  Services 
of  the  American  Hospital  Association 

A  PROSPI 

National  Association  of  Home  Health  Agencies 

National  Council  for  Homemaker-Home 
Health  Aide  Services,  Inc. 

Council  of  Home  Health  Agencies  and 
Community  Health  Services  of  the 
National  League  for  Nursing 
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A  PROSPECTUS 
FOR 

A  NATIONAL  HOME  CARE  POLICY 

STATEMENT  OF  THE  PROBLEM 

Home  care  is  used  throughout  this  document  to  make  explicit  the 
blend  of  health  and  social  services  provided  to  individuals  and 
families  in  their  places  of  residence  for  the  purpose  of  promoting, 
maintaining,  or  restoring  health  or  of  minimizing  the  effects  of  ill- 
ness and  disability. 

Home  care  must  be  an  essential  part  of  any  effective  plan  to  meet 
fully  and  economically  the  health  and  related  social  services  needed 
by  the  American  people. 

Analysis  of  available  studies  and  current  use  indicates  that  approx- 
imately 1.5  percent  of  the  total  population  of  the  U.S.  on  any  given 
day  needs  home  care  services,  according  to  the  Estimate  of  Home 
Health  Needs,  published  in  1977  by  theNLN  Council  of  Home  Health 
Agencies  and  Community  Health  Services.  The  formula  used  to  arrive 
at  this  estimate  of  need  was  based  on  current  knowledge  of  popula- 
tion trends,  hospital  discharge  rates  for  people  with  and  without 
chronic  limitations,  and  utilization  of  home  health  services  within  the 
mix  of  the  seven  services  now  being  funded  through  the  Medicare 
program.  However,  the  potential  need  for  and  the  optimum  use  of 
home  care  have  yet  to  be  established  through  definitive  studies.  This 
is  due  to  the  fact  that  the  necessary  range  of  home  care  services  has 
not  been  generally  available  through  coordinated  delivery  systems. 

Historically,  the  tendency  has  been  for  services  to  be  developed  in 
response  to  reimbursement  policies.  This  has  contributed  to  duplica- 
tion, fragmentation,  excessive  costs,  underutilization  of  preventive 
services,  and  other  undesirable  results. 

An  effective  home  care  system  does  not  now  exist  in  the  United 
States.  The  financing  of  home  care,  by  both  public  and  private  pay- 
ment agencies,  varies  greatly  throughout  the  country.  Current  home 
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care  laws  and  regulations  are  inadequate  and,  in  many  respects,  un- 
responsive to  the  needs  of  the  people.  This  situation  has  been  docu- 
mented in  published  authoritative  reports  and  is  evident  in  the  dis- 
parity among  the  home  care  benefit  entitlements  in  federal  and  state 
programs  such  as  Titles  XVIII,  XIX,  and  XX  of  the  Social  Security 
Act,  Titles  III  and  VII  of  the  Older  Americans  Act,  and  other  govern- 
ment programs. 

It  is  proposed  that  a  home  care  system,  as  defined  below,  be  de- 
veloped to  meet  the  home  care  needs  of  the  people  and  that  financial 
policies  be  established  to  give  logical  support  to  the  system.  In  recog- 
nition of  this  basic  view,  the  Assembly  of  Ambulatory  and  Home  Care 
Services  of  the  American  Hospital  Association,  the  National  Associa- 
tion of  Home  Health  Agencies,  the  National  Council  for  Homemaker- 
Home  Health  Aide  Services,  and  the  Council  of  Home  Health  Agen- 
cies and  Community  Health  Services  of  the  National  League  for 
Nursing  present  this  Prospectus  for  a  national  policy  on  the  admin- 
istration and  financing  of  home  care  and  call  on  the  federal  and  other 
government  entities  and  all  other  concerned  organizations,  agencies, 
and  individuals  to  recognize  and  observe  the  principles  for  a  home 
care  system  stated  herein. 

A  HOME  CARE  SYSTEM 

The  objective  of  this  prospectus  is  to  encourage  the  establishment 
of  a  home  care  system  that  will  operate  according  to  professionally 
approved  standard?  and  that  will  serve  and  may  be  used  by  all  indivi- 
duals for  whom  home  care  is  appropriate. 

A  home  care  system  is  a  coordinated  network  of  preventive,  treat- 
ment, and  maintenance  services.  All  home  care  systems  should  include 
the  essential  elements  stated  in  this  document  and  must  be  integral 
parts  of  the  total  community  health  and  welfare  systems. 

To  ensure  the  availability,  accessibility,  acceptable  quality,  appro- 
priate utilization,  and  financing  of  home  care  services,  it  is  necessary 
to  have  an  identifiable,  effective,  and  efficiently  administered  system 
for  providing  home  care  in  a  defined  community.  Each  community 
should  be  enabled  to  determine  the  particular  administrative  approach 
which  will  best  serve  the  needs  of  its  people. 

The  following  conditions  are  essential  to  ensure  in  each  community 
the  effective  delivery  of  services  and  an  orderly  continuum  of  care: 

1 .  The  system  must  be  readily  available  and  accessible  to  potential 
consumers  and  providers; 

2.  Uniform  policies,  standards,  and  procedures  must  be  established 
and  enforced  for  the  administration,  delivery,  use,  monitoring, 
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and  evaluation  of  home  care  services;  and 

3.  The  home  care  system  must  ensure  the  availability  of  primary, 
secondary,  and  tertiary  prevention  and  treatment  services. 
(Secondary  and  tertiary  treatment  services  include  intensive,  in- 
termediate, and  maintenance  home  care.) 

Intensive,  intermediate,  and  maintenance  home  care  refer  to  cate- 
gories of  home  care  services  which,  according  to  each  individual's 
condition  and  needs,  are  organized  and  coordinated  by  the  provider 
primarily  responsible  for  management  of  the  care  plan.  The  required 
health  and  social  services  are  mobilized  as  necessary  from  various 
sources.  The  identity  of  the  primary  home  care  provider  depends  on 
the  individual's  dominant  needs  and  the  conditions  governing  effective 
case  management. 

•  Intensive  home  care  is  provided  to  persons  with  serious  illness 
whose  medical  condition  is  unstable  and  who  require  concen- 
trated physician  and  nursing  management.  Such  patients  would 
normally  require  in-patient  care  if  the  professional,  technical, 
ancillary  medical  services,  personal  care,  and  environmental  sup- 
portive services  needed  were  not  readily  available  and  profes- 
sionally coordinated  by  the  appropriate  primary  providers. 

•  Intermediate  home  care  is  provided  to  persons  whose  medical 
condition  is  not  expected  to  fluctuate  significantly  as  rehabilita- 
tion is  achieved  or  the  disease  progresses.  Such  patients  require 
professional  health  services  and  may  also  need  personal  care  and 
other  environmental  supportive  social  services. 

•  Maintenance  home  care  is  provided  to  persons  whose  primary 
needs  are  usually  for  personal  care  and/or  other  supportive  en- 
vironmental and  social  services.  The  medical  condition  of  such 
persons  is  generally  stable  and  requires  only  periodic  monitoring 
to  ensure  maintenance  of  an  optimum  state  of  health. 

Rationalization  of  the  home  care  system  according  to  this  concep- 
tual framework  is  basic  to  its  effective  organization,  administration, 
and  financing  as  called  for  in  this  Prospectus. 

Home  care  is  applicable  to  primary,  secondary,  and  tertiary  preven- 
tion and  treatment  services,  as  described  in  Preventive  Medicine  for 
the  Doctor  and  His  Community  by  Leavell  and  Clark: 

Primary  prevention  and  care  are  directed  to  the  apparently  well 
population  for  the  purpose  of  promoting  general  optimum  health 
or  the  specific  protection  against  disease  agents. 

Secondary  prevention  and  care  are  directed  toward  early  diagnosis 
and  prompt  and  adequate  treatment,  as  well  as  adequate  treat- 
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ment  to  prevent  sequelae  and  limit  disability. 

Tertiary  prevention  and  care  are  directed  toward  rehabilitation 
and  the  prevention  of  further  disability. 

Individuals'  needs  for  preventive  health  care  and  treatment  in  rela- 
tion to  their  physical,  emotional,  and  environmental  situations  are 
the  basis  for  deciding  whether  or  not  home  care  is  appropriate.  The 
administration  and  use  of  home  care  should  not  be  restricted  by  cate- 
gories of  disease,  disability,  age,  prognosis,  or  financial  resources. 

Home  care  encompasses  both  the  health  and  social  services  which, 
according  to  the  particular  needs  and  situations  of  individuals,  are  re- 
quired either  singly  or  in  combination  to  care  for  persons  in  their 
homes  when  this  is  determined  to  be  both  desirable  and  feasible. 

Elements  of  a  Home  Care  System 

Individuals  in  need  of  home  care  generally  require  professional 
guidance  to  establish  the  most  effective  plan  of  care.  A  home  care 
plan  must  be  authorized,  supervised,  and  evaluated  by  appropriate 
professional  personnel  to  ensure  that  the  plan  is  timely  and  properly 
carried  out  and  that  the  services  provided  comply  with  established 
standards  of  quality.  Consumers  of  care  at  home  are  particularly  vul- 
nerable to  exploitation.  It  is  essential  that  providers  of  home  care  ser- 
vices comply  with  professionally  established  standards  and  be  subject 
to  regular  external  professional  and  financial  audits. 

Each  community  home  care  system  should  be  based  on  continuous 
planning  for  necessary  and  orderly  growth  and  development.  Planning 
strategies  should  be  responsive  to  gaps  in  service  programs  and  unmet 
needs  as  they  are  identified.  They  avoid  unnecessary  duplication  of 
services  and  of  provider  organizations. 

Home  care  systems  must  also  incorporate  at  least  the  following  ele- 
ments: 

1 .  Home  care  services,  which  include: 

(a)  professional  assessment  of  health  and  social  needs; 

(b)  establishment  of  a.  plan  of  care; 

(c)  professional  preventive,  treatment,  and  maintenance  services; 

(d)  professionally  supervised  personal  care,  environmental,  and 
other  supportive  services;  and 

(e)  centralized  professional  coordination  of  all  services  included 
in  an  individual's  plan  of  care  when  multiple  services  and/or 
providers  are  involved; 

2.  Formally  arranged  administrative  and  operational  links  among 
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provider  organizations  participating  in  the  home  care  system; 

3.  Uniform  guidelines  both  for  the  designation  and  role  of  the  pri- 
mary provider  according  to  the  individual's  condition  and  plan 
of  care  and  for  the  primary  provider  organization's  professional 
and  administrative  responsibilities; 

4.  Participation  of  health  care  institutions,  community  health  and 
social  agencies,  and  individual  professional  practitioners  to  pro- 
vide the  full  scope  of  preventive,  treatment,  and  maintenance 
services; 

5.  Administrative  policies  that  adhere  to  nationally  recognized  ac- 
creditation/certification standards;  and 

6.  Arrangements  for  external  monitoring  and  evaluation  of  the  ap- 
propriate utilization,  quality,  and  cost  of  the  services  provided, 
according  to  established  professional  standards  and  prudent 
fiscal  policies. 

Financing  a  Home  Care  System 

Financing  of  the  home  care  system  must  ensure  that  all  persons 
for  whom  home  care  is  appropriate  will  have  timely  access  and  en- 
titlement to  such  services.  An  individual  should  not  be  denied  home 
care  because  of  diagnosis,  disability,  age,  prognosis,  or  financial  re- 
sources. Revenues  for  home  care  programs  may  come  from  public 
and  private  third-party  payment  programs,  self-pay,  and  charitable 
and  tax  funds. 

In  order  to  create  and  maintain  a  financially  stable  home  care 
system  based  on  the  principles  stated  in  this  Prospectus: 

1.  The  financial  requirements  of  home  care  provider  organizations 
must  be  fully  met  on  a  timely  basis  and  must  include: 

(a)  the  direct  and  indirect  costs  (current  operating  requirements) 
of  providing  services  to  individuals; 

(b)  training  and  educational  expenses; 

(c)  research,  planning,  and  development  expenses;  and 

(d)  capital  requirements. 

2.  Payment  to  provider  organizations  in  accordance  with  each  pur- 
chaser's use  of  services.  (Any  apportionment  that  permits  a  pur- 
chaser to  assume  a  lesser  responsibility  is  not  appropriate  and 
does  not  alter  the  total  financial  requirements  of  the  provider; 
rather,  it  requires  other  purchasers  to  make  up  the  deficiency.) 
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CONCLUSION 

The  organizations  that  have  prepared  this  Prospectus  are  committed 
to  furthering  the  early  and  effective  implementation  of  the  principles 
set  forth  in  this  document.  They  call  upon  all  concerned  individuals, 
organizations,  and  governmental  entities  also  to  promote  and  support 
the  development  and  expansion  of  home  care  systems  based  on  these 
principles  to  ensure  that  home  car^  services  of  an  acceptable  quality 
are  available. 


Assembly  of  Ambulatory  and  Home  Care  Services 
of  the  American  Hospital  Association 

National  Association  of  Home  Health  Agencies 

National  Council  for  Homemaker-Home  Health  Aide  Services,  Inc. 


Council  of  Home  Health  Agencies  and  Community  Health  Services 
of  the  National  League  for  Nursing 
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STATEMENT  OF  JANE  BRENNAN,  EXECUTIVE  DIRECTOR,  VISITING 
NURSE  ASSOCIATION,  MEMPHIS,  TENN.,  ON  BEHALF  OF  THE 
COUNCIL  OF  HOME  HEALTH  AGENCIES  AND  COMMUNITY 
HEALTH  SERVICES,  ACCOMPANIED  BY  LEAH  BROCK,  COORDI- 
NATOR, GOVERNMENT  RELATIONS  PROGRAM 

Ms.  Brennan.  Mr.  Chairman  and  members  of  the  subcommittee, 
I  am  Jane  Brennan,  executive  director  of  the  Visiting  Nurse  Associ- 
ation, Memphis,  Tenn. 

I  appear  before  you  today  in  behalf  of  the  Council  of  Home 
Health  Agencies  and  Comunity  Health  Services,  a  national  organi- 
zation representing  1,500  medicare-certified  home  health  agencies. 

Accompanying  me  is  Leah  Brock  who  coordinates  the  council's 
government  relations  program. 

We  have  confined  our  testimony  to  five  of  the  issues  outlined  in  the 
subcommittee's  news  release,  all  of  which  affects  the  home  health  ben- 
efit provided  under  medicare. 

Since  the  statement  will  be  entered  into  the  record,  I  will  not 
read  it. 

The  council  does  support  the  elimination  of  the  3-day  prior  hos- 
pitalization requirement  and  the  elimination  of  the  100-visit  limita- 
tion under  parts  A  and  B. 

We  feel  that  these  are  both  cost-effective  measures  and  the  ra- 
tionale is  contained  in  our  statement. 

We  support  the  concept  of  an  evaluation  visit  prior  to  transfer 
from  an  institution.  We  too  feel  that  there  should  be  flexibility  as  to 
whether  this  visit  should  take  place  in  the  hospital  setting  or  in  the 
home  setting. 

There  are  times  when  it  may  need  to  be  one  place,  and  times  when 
it  may  need  to  be  another  place,  and  times  when  it  may  need  to  be 
both  places.  We  do  feel,  however,  this  is  an  area  which  requires  care- 
ful scrutiny  because  this  is  the  type  of  visit  which  could  be  abused. 

I  do  not  feel  that  every  patient  needs  this  kind  of  a  visit,  and  just 
because  it  is  available  should  it  be  used  if  not  needed? 

The  council  stands  ready  to  work  with  your  staff  in  any  way  that 
they  can  to  help  see  that  this  bill  will  be  prevented. 

We  support  the  elimination  of  presumed  coverage  provision  by 
home  health  agencies.  We  realize  that  in  the  past  we  had  supported 
this  but  8  years  later  things  are  a  little  different. 

We  feel  that  this  has  really  not  done  much  for  home  health  agen- 
cies. It  has  added  administrative  costs  to  the  provider  and  to  the 
intermediary,  and  while  we  feel  it  was  enacted  to  enable  us  to  be 
guaranteed  minimum  numbers  of  visits,  what  it  has  in  reality  done  is, 
has  set  maximum  numbers  of  visits  which  are  rather  inflexible. 

We  do  support  the  elimination  of  the  licensing  requirement  for 
proprietary  home  health  agencies.  We  support  this  only  if  it  is 
coupled  with  a  national  certificate  of  need  requirement  and  an  up- 
grading of  the  current  conditions  of  participation  for  home  health 
agencies. 

The  council  has  a  long-standing  position  in  favor  of  certificate  of 
need  for  all  the  newly  established  agencies  and  all  proposals  for  ex- 
tensions of  services. 
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I  don't  think  you  can  judge  the  health  care  industry  in  the  same 
economic  terms  that  you  can  judge  most  other  industry,  and  com- 
paring the  cost  of  medicare-certified  providers  with  nonmedicare- 
ccrtined  providers  is  not  valid,  as  the  certified  providers  must  main- 
tain a  higher  level  of  supervision  and  qualification  than  nonmedicare 
providers. 

This  results  in  higher  cost. 

We  have  supported  State  licensure  as  long  as  it  is  the  only  ac- 
ceptable method  for  certifying  a  proprietary  agency  but  we  have 
always  tied  licensure  to  a  certificate  of  need  requirement  for  home 
health  agencies.  There  is  no  evidence  that  licensure  has  enriched  or 
reinforced  medicare  certification.  Rather,  it  may  have  had  the  nega- 
tive effect  of  decreasing  emphasis  on  much  of  the  needed  improve- 
ments in  the  certification  process. 

CHHA-CHS  promotes  the  medicare  certification  requirement  as  a 
uniform  national  test  of  legal  compliance  for  home  health  agencies 
and  will  continue  to  work  for  the  improvement  of  sanctions  and 
upgrading  of  provisions  in  the  certification  process. 

We  have  recommendations  in  our  written  statement  as  to  how  we 
feel  the  conditions  of  participation  should  be  upgraded. 

I  will  cite  from  my  own  example.  Tennessee  enacted  a  licensure  law 
in  1975.  I  helped  to  write  the  regulations  for  the  licensure  law.  They 
followed  medicare  conditions  of  participation,  as  do  most  State  regu- 
lations, and  they  were  applied  to  the  special  needs  of  Tennessee.  We 
also  felt  that  where  the  conditions  of  participation  were  vague  we 
tried  to  be  more  specific. 

When  we  finished  with  the  regulations,  I  felt  very  comfortable 
with  them.  I  felt  they  were  good  regulations,  but  in  fact  what  is 
happening  when  the  surveyor  comes  to  survey  your  agency  to  deter- 
mine if  you  are  in  compliance  with  medicare  conditions  of  participa- 
tion, that  is  all  he  looks  at. 

If  you  meet  the  medicare  requirements,  they  don't  take  into  ac- 
count whether  you  are  meeting  some  of  our  licensing  regulations 
which  may  be  a  little  more  strict  than  some  medicare  requirements. 

In  summary,  we  also  feel  that  if  section  1122  of  the  Social  Security 
Act  were  strengthened,  this  would  help  proliferation  of  agencies 
until  such  time  as  certificate-of-need  legislation  may  be  enacted. 

We  recognize  that  many  institutions  or  facilites  are  granted  ex- 
ceptions to  the  section  1122  process  and  we  urge  that  any  service 
created  as  a  result  of  such  exception  be  deemed  ineligible  for  Fed- 
eral reimbursement.  We  see  this  as  applying  to  all  home  health  agen- 
cies, free  standing  or  institutions. 

We  appreciated  the  opportunity  to  have  presented  our  views. 

[The  prepared  statement  follows:] 

Statement  of  the  Council  of  Home  Health  Agencies  and  Community  Health 
Services,  National  League  for  Nursing 

medicare  amendments 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Jane  Brennan,  Executive 
Director  of  the  Visiting  Nurse  Association,  Memphis,  Tennessee.  I  appear  before 
you  today  in  behalf  of  the  Council  of  Home  Health  Agencies  and  Community 
Health  Services,  a  national  organization  representing  1,500  Medicare-certified 
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home  health  agencies.  Accompanying  me  is  Leah  Brock  who  coordinates  the 
Council's  government  relations  program. 

The  Council  commends  the  subcommittee  for  holding  these  hearings  and  for 
recognizing  the  need  for  improvements  in  the  Medicare  program.  We  believe 
that  the  improvements  cited  by  the  subcommittee  will  go  a  long  way  to  eliminate 
some  of  the  barriers  to  the  delivery  of  health  services  which  exist  in  the 
Medicare  program. 

We  have  confined  our  testimony  to  five  of  the  issues  outlined  in  the  subcom- 
mittee's news  release,  all  of  which  affect  the  home  health  benefit  provided 
under  Medicare. 

Elimination  of  the  3-day  prior  hospitalization  requirement 

The  Council  supports  this  recommendation  as  a  cost  effective  measure. 

The  mounting  costs  of  health  care  are  well  documented  and  foremost  among 
these  is  the  cost  of  inpatient  hospitalization.  Home  health  services  can  eliminate 
or  diminish  the  need  for  admission  or  re-admission  to  hospitals,  or  reduce  the 
number  of  hospital  days  through  early  discharge. 

The  current  requirement  forces  patients  who  do  not  have  Part  B  coverage  to 
be  admitted  to  a  hospital  in  order  to  be  eligible  for  home  health  benefits.  In 
some  areas  of  the  country  this  can  mean  utilizing  a  $250  per  day  service  for 
three  days  to  establish  eligibility  for  a  $25  per  day  service. 

This  requirement  is  restrictive  in  another  way.  The  home  health  services  pro- 
vided under  Part  A  are  limited  to  those  services  directly  related  to  an  illness 
that  required  hospitalization  and  precludes  reimbursement  to  a  home  health 
agency  for  care  not  directly  related  to  that  condition.  An  example  is  a  diabetic 
who  is  hospitalized  for  a  broken  hip,  and  was  subsequently  admitted  to  a  home 
health  agency.  Only  home  health  care  related  to  the  broken  hip  is  reimbursable. 
Medicare  reimbursement  for  care  related  to  the  diabetes  must  wait  until  the 
patient  regresses  to  the  point  where  hospitalization  is  required. 

Elimination  of  the  100-visit  limitation  under  parts  A  and  B 

The  Council  supports  this  recommendation  as  another  cost  effective  measure. 

The  current  100-visit  limitations  affect  a  very  small  proportion  of  the  Medicare 
population.  Indeed,  a  November  1977  DHEW  report  entitled  "Medicare :  Utiliza- 
tion of  Home  Health  Services,  1974"  shows  that : 

The  average  number  of  visits  per  persons  served  was  20.6 ;  less  than  one  per- 
cent of  the  beneficiaries  using  Part  B  services  exhausted  the  100  visits;  less 
than  two  percent  of  those  using  Part  A  services  received  more  than  100  visits 
(notwithstanding  the  fact  that  an  individual  could  receive  more  than  100  Part  A 
visits  in  a  year  if  there  was  more  than  one  benefit  period). 

We  believe  these  statistics  are  proof  enough  that  eliminating  the  current 
limits  will  not  open  the  floodgates  of  home  health  utilization.  In  fact,  it  may 
keep  the  small  percentage  of  individuals  who  need  the  additional  care  out  of 
costly  institutions. 

Addition  of  an  evaluation  visit  oefore  transfer  from  an  institution 
We  support  this  concept  as  a  quality  assurance  measure. 

The  experienced  professional  nurse  from  the  home  health  agency  has  the 
expertise  to  recognize  and  interpret  the  variables  of  providing  care  in  diverse 
home  and  community  settings. 

Through  a  pre-discharge  encounter  the  professional  nurse  from  the  home 
health  agency  is  able  to  evaluate  with  a  high  degree  of  accuracy:  (1)  The  abil- 
ities of  the  patient,  family,  friends  to  cope  with  managing  illness  at  home;  (2) 
the  home  as  a  safe,  appropriate  environment  for  continued  care;  (3)  the  ade- 
quacy of  the  resources  of  the  home  health  agency  to  meet  the  care  needs  of  the 
individual,  and  (4)  the  availability  and  extent  of  other  community  services 
supportive  to  maintaining  an  individual  at  home. 

Determination  of  the  setting  for  the  pre-discharge  visit — hospital  or  home — 
should  be  made  by  the  agency. 

While  the  evaluation  visit  will  go  a  long  way  in  assuring  the  efficacy  of  home 
health  services,  it  does  not  address  a  larger  problem — that  is,  who  in  the 
hospital,  and  with  what  degree  of  expertise,  identifies  patients  as  potential 
home  health  care  candidates.  We  would  like  to  see  hospitals  employ  discharge 
planners  who  are  professional  nurses  with  home  health  agency  experience. 
These  discharge  planners  will  have  the  ability  to  make  sound  and  accurate 
initial  judgments  about  the  appropriateness  of  home  care. 
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Lack  of  or  inappropriate  planning  has  frequently  resulted  in  service  that  is 
untimely,  fragmented,  or  incomplete. 

Elimination  of  the  licensing  requirement  for  proprietary  home  health  agencies 

We  support  this  recommendation  when  coupled  with  a  national  certificate  of 
need  requirement  and  an  upgrading  of  the  current  Conditions  of  Participation 
for  home  health  agencies. 

The  Council  has  a  long  standing  position  in  favor  of  certificate  of  need  for  all 
newly  established  agencies  and  all  proposals  for  extensions  of  services.  There 
are  those  who  argue  that  certificate  of  need  stifles  the  competition  needed  to 
lower  costs.  We  would  argue  that  the  health  care  industry  is  immune  to  tradi- 
tional economic  theories  and  that  the  result  of  competition  in  this  field  is  costly 
duplication  and  fragmentation  of  services.  Comparing  costs  of  Medicare-certi- 
fied providers  with  non-Medicare-certified  providers  is  not  valid.  Certified  home 
health  agencies  must  maintain  a  higher  level  of  supervision  and  qualified  health 
professionals — undoubtedly  incurring  higher  costs  to  provide  the  service. 

We  have  supported  state  licensure  as  long  as  it  is  the  only  acceptable  method 
for  certifying  proprietary  agencies.  However,  we  have  always  tied  licensure  to 
a  certificate  of  need  requirement  for  home  health  agencies. 

There  is  no  evidence  that  licensure  has  enriched  or  reinforced  Medicare 
certification.  Rather,  it  may  have  had  the  negative  effect  of  decreasing  emphasis 
on  much  needed  improvements  in  the  certification  process. 

CHHA/CHS  promotes  the  Medicare  certification  requirement  as  a  uniform 
national  test  of  legal  compliance  for  home  health  agencies  and  will  continue 
to  work  for  the  improvement  of  sanctions  and  upgrading  of  provisions  in  the 
certification  process. 

We  have  been  working  with  HEW  to  upgrade  the  Conditions  of  Participation 
as  part  of  the  study  mandated  by  Section  18  of  P.L.  95-142.  Some  of  the  sugges- 
tions to  upgrade  the  Conditions  are:  The  agency  administrator  shall  be  an 
individual  with  training  and  one  year  of  experience  or  an  individual  with  one 
year  supervisory  or  administrative  experience  in  home  health  care  and  must 
be  a  full-time  employee  of  the  agency;  all  agencies  must  determine  the  range 
of  other  services  available  in  the  community  and  must  endeavor  to  provide  or 
arrange  for  such  services  for  patients  as  needed;  all  ownership  interests  must 
be  disclosed.  At  least  one-third  of  the  governing  body  must  be  outside  members 
having  no  financial,  family  or  operational  relationships  with  the  agency.  No 
member  may  vote  on  matters  in  which  that  member  has  a  direct  financial 
interest;  governing  body  has  responsibility  for  professional  review  conducted 
pursuant  to  Section  405.1222;  all  personnel  must  be  paid  the  minimum  hourly 
wage ;  the  locus  of  responsibility  for  coordination  of  services  between  two  agen- 
cies must  be  clearly  defined ;  home  health  aides  should  have  satisfactorily  com- 
pleted a  basic  generic  curriculum  which  is  recognized  by  HEW;  an  annual 
report  of  agency's  activities  including  the  names  of  the  governing  body  shall  be 
published  and  made  available  upon  request. 

We  also  believe  that  the  Provider  Reimbursement  Manual  should  indicate 
tighter  fiscal  controls,  that  these  controls  should  be  consistent  from  region  to 
region,  from  intermediary  to  intermediary  and  that  they  should  be  applied 
equally  to  all  types  of  agencies.  We  believe  that  application  of  new  regulations, 
guidelines,  and  rulings  must  be  implemented  on  a  prospective  basis  with  suffi- 
cient lead  time  for  agencies  to  come  into  compliance.  We  do  not  equate  nonprofit 
with  good  and  proprietary  with  bad.  We  think  the  rules  should  be  the  same 
for  every bne  and  that  decisions  should  be  based  on  these  rules  and  standards. 

Considering  that  the  Conditions  of  Participation  and  other  regulations  apply 
to  all  agencies,  they  must  by  their  nature  be  minimal,  base-line  requirements. 
For  those  agencies  voluntarily  seeking  a  higher  quality  evaluation,  the  NLN/ 
APHA  Acceditation  Program  is  available.  This  program  operates  from  a  base 
of  predetermined,  nationally  accepted  standards. 

The  program  has  applied  to  HEW  for  "deemed  status,"  that  is,  to  have  the 
accreditation  process  accepted  in  lieu  of  the  Medicare  recertification  process. 

We  and  agencies  that  have  gone  through  both  processes  are  convinced  that 
the  accreditation  program  not  only  assesses  all  variables  that  Medicare  does 
but  assesses  them  at  a  higher  level.  The  accreditation  program  also  provides 
many  incentives  for  continued  agency  growth. 

It  seems  to  us  that  agencies  that  voluntarily  choose  to  become  accredited 
because  of  the  value  they  place  on  such  a  high  quality  process,  should  not  also 
have  to  be  resurveyed  by  Medicare.  To  go  through  both  processes  is  time  con- 
suming and  expensive.  Agencies  should  be  free  to  choose  the  process  which  more 
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closely  meets  their  needs  since  accreditation  encompasses  the  Medicare 
requirements. 

HEW  has  deferred  action  on  this  request  until  it  completes  the  study  of  home 
health  that  was  mandated  by  the  Medicare  anti-fraud  and  abuse  amendments. 

We  recommend  that  any  action  on  the  licensure  issue  be  deferred  until  all 
home  health  agencies  are  covered  by  a  national  certificate  of  need  and  after  the 
results  of  the  HEW  study  are  made  public. 

Elimination  of  the  presumed  coverage  provision  for  services  provided  oy  home 
health  agencies 

We  support  the  elimination  of  this  provision  which  has  served  little  purpose 
while  at  the  same  time  has  added  administrative  costs  to  both  the  provider  and 
the  fiscal  intermediary. 

In  testimony  presented  in  1970,  we  recommended  to  the  Senate  Finance  Com- 
mittee that  procedures  be  developed  for  advance  approval  for  home  health 
benefits  which  would  be  sufficiently  flexible  to  permit  coverage  for  patients 
who  continue  to  need  care  beyond  the  initially  approved  period. 

Eight  years  later  we  are  here  to  speak  in  opposition  to  this  provision.  The 
intent  of  the  law — to  do  away  with  the  uncertainty  about  determinations  of 
eligibility  of  care — has  not  been  served  by  this  provision.  Instead,  a  costlv 
mechanism  has  been  created  which  sets  fixed  maximums  rather  than  guaranteed 
minimums  of  reimbursable  home  health  visits  to  Part  A  Medicare  beneficiaries. 

Summary 

We  have  limited  our  remarks  to  those  issues  outlined  in  your  press  release.  We 
believe,  however,  that  the  elimination  of  the  prior  hospitalization  requirement 
and  the  visit  limitations  are  just  starting  points  in  abolishing  the  barriers 
to  utilization  of  home  health  care.  We  urge  you  to  give  careful  consideration 
to  three  other  changes  which  will  provide  for  effective  delivery  of  home  health 
services.  They  are  to  more  broadly  define  what  is  meant  by  the  requirement 
that  beneficiaries  be  homebound  to  be  eligible  for  services,  and  to  add  home- 
maker/chore  services  to  the  home  health  benefit. 

The  third  change  refers  to  Section  1122  of  the  Social  Security  Act.  While  we 
do  not  believe  this  supplants  the  need  for  certificate  of  need  for  home  health 
agencies,  we  do  believe  a  major  stride  would  be  made  by  expanding  this  section 
to  include  home  health  agencies  without  regard  to  a  specific  capital  expenditure 
amount.  We  recognize  that  many  institutions  or  facilities  are  granted  excep- 
tions to  the  1122  process  and  we  urge  that  any  service  created  as  a  result  of 
such  exception  be  deemed  ineligible  for  federal  reimbursement.  We  see  this 
applying  to  all  home  health  agencies — free  standing  or  institutional  based. 

The  Council  of  Home  Health  Agencies  and  Community  Health  Services 
appreciates  the  opportunity  to  present  our  views. 

Ms.  Keys.  Thank  you. 

STATEMENT  OF  JACQUELINE  S.  NEIBURGER,  BALTIMORE,  MD. 

Mrs.  Neiburger.  I  seem  to  be  the  only  person  here  today  that 
does  not  represent  an  agency.  I  come  here  from  a  situation  with  a 
mother  who  has  been  dying  of  cancer  for  iy2  years.  I  fought  many 
of  the  agencies  down  the  line  until  now  and  it  is  my  frustration  that 
brings  me  here  to  say  that  there  are  needed  changes  in  the  laws. 

This  is  not  only  my  situation.  I  have  spoken  to  many  people  mul- 
tiplied over  and  over  again  in  similar  situations  and  this  is  just  in 
the  Baltimore  area.  I  know  that  this  goes  on  all  over  the  country 
as  well,  as  I  have  been  told  by  people  I  have  spoken  to  in  social 
security ;  so  I  speak  for  the  families  of  these  long-term  care  patients 
as  well.  Mainly  the  terminally  ill,  who  feel  the  payments  should  be 
allowed  for  the  care  and  comfort  for  them  of  their  own  home  but 
car: not  care  for  themselves. 

The  cost  of  home  care  by  the  average  family  is  insurmountable  and 
the  elderly  living  on  social  security  just  cannot  bear  this  burden. 
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Modern  surgery  and  drugs  have  enabled  many  patients  to  live  an 
existence  as  an  invalid.  The  patients  are  then  in  a  catch  22  situation 
vis-a-vis  the  hospital.  The  doctors  are  keeping  the  patients  in  the 
ICU  unit  longer  than  is  necessary  because  medicare  does  not  pay  for 
nursing  care  on  the  floor,  and  the  ICU  can  run  $200  to  $300  a  day. 
Patients  are  then  hospitalized  much  longer  than  necessary,  only  be- 
cause they  can't  go  to  their  homes  and  care  for  themselves  and  there 
is  no  one  there  to  care  for  them.  This  I  have  seen  in  my  own 
si  tuation. 

My  mother  was  dying  not  only  of  cancer  but  also  depression.  We 
preempted  the  doctors  and  removed  her  to  the  warmth  of  her  home. 
She  still  remained  an  invalid  but  improved  immeasurably.  We  have 
competent  nurses  aides  with  her.  They  are  not  K.N.'s  or  L.P.N.'s; 
they  are  very  competent  women  who  have  provided  all  the  care  that 
she  has  needed  and  have  enabled  her  to  live  more  comfortably  and 
longer  than  the  span  the  doctors  had  given  here. 

Unfortunately,  this  is  a  burden  that  only  the  rich  today  can  bear. 
Families  are  torn  not  only  with  the  impending  death  but  also  how 
to  live  with  the  family  financial  burden. 

The  costs  of  weekly  home  care  are  no  more  than  those  of  daily 
hospital  costs.  Help  is  drastically  needed  for  these  people;  to  allow 
them  to  die  with  warmth  and  dignity,  not  in  the  cold,  impersonaliza- 
tion  of  the  hospital.  A  revision  of  the  law  would  enable  a  more 
equitable  use  of  the  medicare  funds  vis-a-vis  the  patient. 

Part  6  of  the  medicare  home  provision  does  not  apply  to  these 
patients,  as  part  6  states  that  a  home  health  care  agency  must  be  a 
participating  agency  in  medicare;  9  out  of  10  times  this  may  be  a 
visiting  nurse  association  which  allows  one  or  two  visits  a  week,  or 
even  one  visit  a  day  to  persons  who  are  invalids,  those  who  cannot 
care  for  themselves,  who  cannot  bathe  themselves,  who  cannot  feed 
themselves,  or  get  in  and  out  of  the  bed  themselves.  This  is  certainly 
no  answer. 

Again,  we  have  found  in  looking  at  nursing  home  situations,  which 
we  feel  are  a  poor  second  best  for  anyone,  that  there  are  only  a  few 
beds  designated  as  skilled  beds  paid  for  by  medicare.  The  remainder 
is  then  put  again  on  the  family. 

I  have  been  listening  to  some  of  the  testimony  down  this  line  and 
I  feel  that  there  is  agreement  that  there  must  be  a  change  in  home- 
maker  services  provided  by  medicare.  I  can't  agree  more.  I  have  been 
told  by  social  security  that  this  could  be  a  great  ripoff  of  the  medi- 
care system,  that  people  would  say :  "Well,  I  will  have  a  maid  come 
in  as  I  do  not  wish  to  do  these  things  myself.  The  solution  would 
be  a  caseworker  and  a  doctor  to  certify  that  this  patient  needs  a?, 
and. then  it  could  be  done  and  certainly  in  no  way  would  there  be 
a  ripoff  one  way  or  another.  If  you  have  20  people  in  this  situation 
and  19  are  benefiting,  I  feel  that  this  is  the  way  it  should  be  handled 
for  the  greatest  benefit. 

You  know  the  old  saw  of  money  not  buying  health  is  certainly 
true,  but  today  for  health  care — you  must  be  rich  to  bear  the  burden. 
Our  middle  class  are  drowning  in  the  care  of  the  terminally  ill. 

I  thank  you  very  much  for  the  privilege  to  appear  before  you 
today. 
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[The  prepared  statement  follows:] 

Statement  of  Jacqueline  Neiburger,  Baltimore,  Md. 

My  name  is  Jacqueline  Neiburger,  Baltimore,  Maryland.  The  reason  I  am 
appearing  before  this  committee  is  my  mother,  Sadie  L.  Fox,  aged  72,  of 
Hampton,  Virginia.  She  is  on  medicare  and  a  terminal  patient  with  a  malignant 
tumor  of  the  brain.  Many  of  my  acquaintances  are  and  have  been  in  similar 
situations.  I  speak  for  them  as  well. 

My  mother  was  operated  on  in  November,  1976.  Her  chances  as  told  to  us 
were  6  months  to  one  year.  She  had  a  very  slow  recovery,  physically  in  the 
hospital.  By  January,  1977,  she  was  suffering  from  severe  depression.  Long 
hospitalization  without  recovery  can  create  this  problem.  Our  family  decided 
to  take  her  home  to  a  warmer  surrounding  and  hired  two  excellent  nurses  aides 
who  accomplished  what  seemed  impossible  in  the  hospital.  She  still  could  not 
maneuver  on  her  own,  but  with  help,  regained  continence,  mobility  via  a  wheel 
chair  and  within  her  capacity  a  happier,  viable  person.  The  financial  burden 
became  enormous.  I  was  told  that  medicare  does  not  provide  for  continuous 
home  care  service.  The  100  day  or  time  in  part  A  &  B  still  do  not  provide  the 
necessary  care  for  someone  whose  needs  must  always  be  provided  for.  Even 
these  were  not  available  and  I  have  been  trying  for  an  appeal  for  over  eight 
months  to  no  avail. 

We  are  trying  for  comfort  and  warmth  in  what  is  a  dreadfully  unhappy 
situation.  There  are  no  institutions  that  can  provide  what  a  home  care  can  but 
only  the  very  rich  or  very  poor  on  medicaid  can  attempt  to  survive  this  present 
situation.  Dignity  in  death  is  something  that  only  the  family  recognizes  and  is 
available  at  a  tremendous  monetary  outlay. 

Upon  investigation  of  nursing  homes,  a  poor  second  best,  again  I  find  that  only 
a  few  have  beds  designated  "skilled  care"  to  be  picked  up  by  medicare.  Again 
money  or  medicaid  is  the  answer. 

We  seem  to  be  in  a  "Catch  22"  situation — could  impersonal  hospital  care 
picked  up  by  medicare  or  the  home  and  left  at  your  own  mercies.  I  have  told 
that  if  it  were  not  registered  agencies  or  a  R.N.  or  L.P.N.,  the  system  could  be 
"ripped-off"  by  the  recipient.  I  feel  that  a  solution  to  this  would  be  a  joint 
decision  between  a  caseworker,  attending  physician  and  the  needs  of  the  patient 
to  determine  full  time  care.  This  could  just  as  easily  be  provided  for  by  compe- 
tent nurses  aides  at  a  greatly  reduced  cost  as  well  as  RN's  and  LPN's.  Some 
portion  of  this  cost  provided  by  medicare  would  greatly  reduce  time  spent  in 
the  hospitals,  be  less  costly  to  the  system  and  above  all,  be  what  the  terminally 
ill  patient  and  his  family  needs.  1  have  learned  a  great  deal  about  this  subject 
in  the  last  year  and  a  half  and  have  spoken  with  many  people  who  have  been  in 
a  similar  situation  who  could  not  agree  more.  If  an  ad  for  this  hearing  were 
run  in  local  papers,  you  would  have  people  such  as  I  flocking  here  in  droves  with 
the  same  story.  The  disdain  we  encounter  at  Social  Security  offices  by  people 
whose  salaries  are  paid  for  with  our  taxes  is  frustrating  to  those  of  us  intelli- 
gent enough  to  be  irate  and  "I  can't  argue  with  the  government"  to  the  great 
majority  of  poorer  people.  I  feel  that  I  can  press  my  situation  and  that  the 
system  with  its  good  and  bad  points  need  another  look  at  itself.  Medical  care 
at  home  is  breaking  the  backs  of  our  middle  class.  Dying  has  become  a  matter 
of  dollars  and  cents,  killing  not  only  the  patient,  but  his  family  as  well. 

Ms.  Keys.  Thank  you. 

We  will  have  a  5-minute  recess.  There  is  a  vote  on  the  floor.  We 
will  return. 
[Brief  recess.] 

Ms.  Keys.  The  subcommittee  will  resume. 

STATEMENT  OF  RONALD  E.  ROSENBERG,  CHAIRMAN,  HOME 
HEALTH  SERVICES  ASSOCIATION 

Mr.  Rosenberg.  I  am  Ronald  E.  Rosenberg,  chairman  of  Home 
Health  Services  Association — HHSA — a  newly  formed  organization 
representing  over  500  taxpaying  home-care  offices  throughout  the 
Nation. 
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Since  the  association  is  new,  Madam  Chairman,  I  cannot  yet  give 
you  any  figures  on  the  amount  of  health  services  we  deliver  to  the 
home  or  the  number  of  employees.  We  do  know,  however,  that  our 
500  offices  provide  a  large  share — millions  and  millions  of  hours — of 
health  services  to  people  across  the  country. 

Due  to  the  statutory  restrictions  of  the  medicare  law,  most  of 
HHSA's  members'  services  are  provided  to  and  paid  for  by  private 
patients. 

Section  1861  (o)  of  the  Social  Security  Act,  passed  in  1965  as  part 
of  the  medicare  law,  defines  a  home  health  agency  as  "a  public 
agency  or  private  organization,  or  a  subdivision  of  such  agency  or 
organization,  which," — and  I  will  abridge — is  primarily  engaged  in 
providing  skilled  nursing  services  and  other  therapeutic  services; 
(2)  has  policies  established  by  a  group  of  professionals,  including 
one  or  more  doctors  and  one  or  more  nurses;  has  its  services  super- 
vised by  an  R.N.  or  a  doctor;  (3)  maintains  clinical  records;  (4)  is 
licensed  pursuant  to  State  law  if  the  State  licenses  home  health 
agencies,  or  is  approved  by  the  State  as  meeting  the  standards  estab- 
lished for  such  licensing;  (5)  has  an  overall  plan  and  budget,  and 
(6)  meets  such  other  requirements  as  the  Secretary  may  establish 
in  the  interest  of  health  and  safety — 

except  that  such  term  shall  not  include  a  private  organization  which  is  not  a 
nonprofit  organization  exempt  from  Federal  income  taxation  under  section  501 
of  the  Internal  Revenue  Code  of  1954 — or  a  subdivision  of  such  organization — 
unless  it  is  licensed  pursuant  to  State  law  and  it  meets  such  additional 
standards  and  requirements  as  may  be  prescribed  in  regulations  *  *  * 

That  definition  formed  the  basis  for  establishing  the  conditions  of 
participation  in  regulations  promulgated  by  the  Department  of 
Health,  Education,  and  Welfare.  The  Federal  Government  oversees 
certification  of  medicare  home  health  providers  through  a  system  of 
State  surveys.  What  the  definition  means  is  that  a  nonprofit  home 
health  agency  can  become  certified  for  medicare  participation  in  50 
States  while  a  proprietary  home  health  agency  may  become  certified 
only  in  those  States  which  have  enacted  a  licensure  law  and  only 
after  the  proprietary  is  so  licensed.  This  is  because  only  20  States 
have  passed  licensure  laws  since  the  medicare  law  was  passed  in  1965. 

Since  Federal  certification  applies  only  to  the  medicare  program 
and  by  regulation  to  the  medicare  program,  and  since  only  20  States 
do  have  licensure  laws,  proprietary  home  health  agencies  are  pro- 
viding services  in  30  States  to  private  patients  using  no  standards  or 
sanctions  other  than  those  implemented  by  the  individual  companies. 
We  know  that  we  have  to  be  accountable,  even  if  this  is  not  recog- 
nized by  the  Federal  or  State  governments. 

There  is  only  one  way  to  interpret  Government's  handling  of 
home  care.  As  a  practical  matter,  the  Government  appears  to  be 
saying  that  so  long  as  it  is  the  fiscal  agent  in  home  care  it  will  insist 
on  quality  controls.  But  where  Government  is  not  the  fiscal  agent 
the  fact  of  life  appears  to  be  caveat  emptor — let  the  buyer  beware. 
At  best,  the  private  sector  of  home  health  care  is  the  victim  of  benign 
neglect. 

Such  a  dichotomy  has  created  bizarre  situations,  not  only  in  State- 
to-State  comparisons  but  also  in  individual  institutions.  Consider; 
for  example,  the  proprietary  hospital  in  a  State  with  no  home  health 
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licensing  law.  One  part  of  this  for-profit  hospital  may  be  a  medicare 
provider  while  another  part,  the  home  care  unit,  may  not.  Consider; 
for  example,  the  proprietary  home  health  agency  in  Cincinnati,  Ohio. 
Because  Ohio  does  not  have  a  licensure  law,  that  proprietary  may 
not  serve  medicare  patients  in  Ohio.  Yet  these  same  professional 
staff  are  serving  medicare  cases  across  the  river  in  Kentucky  which 
has  a  licensure  law.  There  is  no  justification  for  this  kind  of 
paradox. 

How  did  this  situation  develop?  For  an  answer,  we  must  review 
committee  reports  issued  at  the  time  of  enactment  of  the  medicare 
law  in  1965.  Said  the  Congress:  "*  *  *  the  organizations  providing 
home  care  on  a  profit  basis  are  presently  nonexistent."  However,  the 
language  of  the  bill  permits  covering  such  agencies  if  they  come  into 
being,  are  licensed  and  meet  the  high  standards  which  the  present 
nonprofit  agencies  offering  organized  care  meet. 

It  seems  apparent  from  this  statement  of  congressional  intent  that 
the  Congress  intended  to  allow  taxpaying  home  health  agencies  to 
be  medicare  providers.  HHSA  believes  that  Congress  expected  each 
State  to  enact  a  licensure  law  for  home  health  agencies,  just  as  they 
have  done  for  virtually  every  other  segment  of  the  health  industry, 
not  to  mention  beauticians,  in  the  interests  of  the  health  and  safety 
to  their  residents. 

One  of  the  licensure  States,  New  York,  licenses  only  nonprofit 
agencies,  yet  in  New  York,  Home  Health  Services  Association  mem- 
ber companies  have  39  home-care  offices,  the  bulk  of  their  services 
being  provided  to  medicare  patients  through  subcontracting  with 
certified  nonprofit  home  health  agencies.  That  is  one  of  the  ironic 
twists  of  this  profit/nonprofit  situation.  The  tax  moneys  that  pro- 
prietary home  health  agencies  pay  to  the  Government  are  refunneled 
baek  to  the  companies  in  the  form  of  these  subcontracts  with  non- 
profit agencies.  We  are  being  contracted  by  these  agencies  because 
many  nonprofit  agencies  lack  the  necessary  manpower  to  provide  nec- 
essary services  in  the  State.  They  can't  handle  the  load. 
t  Proprietaries  who  have  urged  States  to  enact  home  health  agency 
licensure  laws  have  not  been  asking  for  special  treatment ;  to  the  con- 
trary, they  have  been  asking  to  be  regulated  and  bound  to  perform 
within  specified  standards.  Still,  States  have  been  slow  to  act  and 
the  net  result  has  been  that  a  lot  of  people  are  not  receiving  home 
health  care  because  many  nonprofit  agencies  serving  medicare  in 
States  without  licensing  laws  simply  lack  the  manpower  to  meet  the 
need. 

SECTION  I :  SECTION  18  61(0)   IS  DISCRIMINATORY 

t  Taxpaying  home  health  agencies  are  the  only  class  of  providers  so 
discriminated  against  in  the  medicare  law.  Proprietary  home  health 
agencies  are  providers  under  title  XX  of  the  Social  Security  Act 
and  under  the  Older  Americans  Act.  Why  has  medicare  singled  out 
proprietary  home  health  agencies  for  this  discriminatory  treatment? 

In  fact,  you  may  well  ask :  How  can  there  be  500  proprietary  home 
health  agencies  growing,  expanding,  and  operating  under  these  con- 
ditions? Simply  because  there  is  a  need  for  the  service,  Madam 
Chairman.  People  who  can  afford  to  pay  for  their  own  home  health 
care — because  most  insurance  programs  do  not  cover  it — have  long 
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since  recognized  and  acted  on  their  right  to  be  at  home  when  they 
are  ill.  In  fact,  we  believe  that  the  private  sector  for  in-home  care 
services  is  growing  at  a  rapid  rate  because  people  are  willing  to 
spend  their  own  resources  with  these  agencies  and  are  pleased  with 
the  services. 

Now,  I  ask  you,  Madam  Chairman,  does  it  make  sense  to  you  that 
we,  as  proprietary  companies,  can  deliver  service  under  some  Gov- 
ernment programs  but  not  serve  medicare  ? 

As  Mr.  Conable  mentioned  in  his  testimony,  the  same  agency  in 
fact  may  be  reimbursed  for  services  provided  to  medicare  beneficiaries 
in  one  State  but  not  in  another,  even  though  those  services  are  of 
equal  quality  and  conform  to  all  legal  requirements. 

We  are  actually  serving  nonprofit  medicare-certified  agencies  via 
subcontracts  and  in  title  XX  and  the  Older  American  Act  programs, 
where  we  are  providing  services,  many  of  the  recipients  are  also 
medicare  patients.  This  bureaucratic  morass  is  a  sad  statement  about 
the  ineffectiveness  of  our  Federal  programs  to  deliver  care  to  people 
who  need  it. 

My  question  always  has  been:  Why  are  we  good  in  some  States 
for  some  of  the  people,  yet  not  good  in  so  many  other  States  for  the 
same  people  where  the  services  are  paid  for  by  the  same  Government  ? 
Yet  you  have  the  same  problem  on  this  subcommittee,  where  we  are 
able  to  serve  six  of  your  constituents  in  your  various  States  and  in 
six  States  we  are  not  allowed  to  serve  unless  we  are  subcontracting 
with  a  certified  agency. 

Because  of  unmet  needs  and  manpower  shortages  and  the  lack  of 
licensing  laws,  the  Department  of  HEW  conducted  regional  hearings 
around  the  United  States  in  the  fall  of  1976.  In  its  final  report  on 
those  hearings,  HEW  stated : 

There  was  a  consensus  among  most  witnesses  that  *  *  *  proprietary  agencies 
could  be  included  if  there  were  well-enforced  quality  standards  and  cost  controls 
were  functioning. 

In  a  discussion  paper  following  issuance  of  that  report,  HEW 
further  pointed  out : 

Since  both  proprietary  and  nonproprietary  agencies  are  participating  in 
medicare  and  medicaid,  it  seems  appropriate  that  uniform  standards  should  be 
applied  to  all  agencies  that  deliver  care  to  the  home,  including  homemaker 
agencies, 

and  adding  that 

the  suitability  of  any  provider  may  be  more  dependent  on  ability  to  comply 
with  quality  standards  than  on  financial  organization. 

Performance,  not  tax  status,  is  the  key  and  central  issue. 
The  Congressional  Budget  Office  also  agrees : 

There  is  no  evidence  that  proprietary  agencies  provide  poorer  quality  services 
than  voluntary  agencies  *  *  * 

from  their  February,  1977,  report  on  long-term  care  for  the  elderly 
and  disabled. 

In  fact,  when  the  question  has  been  specifically  asked  at  various 
home  health  hearings,  the  direct  answer  given  consistently  has  been 
that  proprietary  quality  is  no  different  from  nonprofit  quality.  These 
comments  are  contained  in  hearing  reports  and  transcripts  for  the 
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House  Select  Committee  on  Aging  in  February  of  1976,  for  Senator 
Chiles'  Committee  on  Federal  Spending  Practices  in  August  1976, 
and  before  the  Senate  Special  Committee  on  Aging  in  March  1977. 

Most  recently,  at  an  April  17,  1978,  hearing  on  home  health  stand- 
ards before  the  Senate  Aging  Committee,  the  National  Association  of 
Home  Health  Agencies  stated : 

Quality  care  by  home  health  agencies  *  *  *  can  best  be  addressed  *  *  *  by 
prescribing  uniform  standards  for  all  such  agencies  that  wish  to  participate 
in  federally  supported  health  services  programs. 

In  addition,  the  National  League  for  Nursing,  home  health  section, 
is  on  record  to  wit : 

*  *  *  as  long  as  licensure  is  the  only  federally  acceptable  method  for  certifying 
proprietary  agencies,  the  council  supports  State  licensure  for  all  home  health 
agencies  equally  *  *  * 

Today,  that  statement  still  stands  and  as  recently  as  May  22,  1978, 
Chairman  Rostenkowski  made  remarks  at  the  National  Journal  Con- 
ference on  Health  Policy : 

Also,  we  have  seen  from  our  review  of  fraud  and  abuse  in  Federal  health 
financing  programs  that  we  have  in  the  medicare  and  medicaid  statutes  too 
long  proceeded  on  the  dubious  assumption  that  the  nonprofit  tax  status  of  an 
entity  is  in  itself  sufficient  to  ensure  the  integrity  of  an  organization  for  pur- 
poses of  the  Federal  health  programs.  Congressional  review — as  recently  as 
last  week — of  so-called  nonprofit,  prepaid  plans  and  nonprofit  home  health  agen- 
cies has  demonstrated  that  the  mere  bestowing  of  privileged  tax  status  ensures 
neither  program  integrity  nor  quality  health  care.  We  must  ask  whether  current 
medicare  rules  of  participation  for  home  health  agencies,  which  gave  preferen- 
tial treatment  to  those  agencies  technically  organized  on  a  nonprofit  basis  are 
really  justified  in  light  of  recent  experience. 

The  Home  Health  Services  Association  believes  that  section 
1861  (o)  should  be  changed  to  place  proprietaries  on  an  equal  footing 
with  nonprofits,  not  just  because  the  law  is  discriminatory  but  also 
because,  as  we  have  been  discussing,  it  limits  the  availability  of 
services  to  those  in  need  and  its  contributes  to  the  health  care  cost 
spiral  by  limiting  competition. 

SECTION  II  :  18  61(0)   LIMITS  COMPETITION 

Competition  in  the  home  health  care  industry  would  create  finan- 
cial incentives  to  deliver  care  at  lower  costs.  When  consumers  are  able 
to  actively  participate  in  the  marketplace,  they  will  seek  out  service 
value  at  a  price  they  can  afford. 

HHSA  believes  that  the  situation  of  competition  in  the  health 
marketplace  could  serve  as  a  stronger  cost  containment  measure  than 
might  be  achieveable  through  the  use  of  more  regulatory  guidelines 
imposed  on  the  health  delivery  system.  In  the  long  run,  competition 
can  only  serve  to  contain  costs,  improve  quality  and  better  serve  the 
consumer.  If  the  home  health  marketplace  were  more  free  than  it  is, 
consumer  behavior  would  eventually  be  able  to  weed  out  the  expen- 
sive and  poor  quality  providers. 

This  is  bottom  line:  Without  competition  in  the  marketplace,  the 
goal  of  high  quality  care  at  reasonable  cost  is  unattainable,  a 
pipedream. 

Another  important  facet  of  the  competition  issue  centers  on  every 
consumer's  right  to  choose  his  health  care  provider,  a  right  specifi- 
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cally  required  in  the  medicaid  law.  The  Federal  Trade  Commission 
has  begun  to  examine  this  highly  volatile  issue  within  the  health  care 
sector  of  the  economy  and  HHSA  supports  FTC's  efforts  in  this 
area.  The  consumer  must  maintain  his  freedom  of  choice  in  the 
health  marketplace. 

section  hi:  the  medicare  restriction  on  proprietaries  limits 
availability  of  services  in  a  time  of  expanding  need 

America's  medical  care  system  has  had  tremendous  success  in 
wiping  out  communicable  diseases.  As  a  result,  Americans  are  living 
longer;  but  the  medical  care  system  has  not  learned  how  to  deal 
with  the  disabling  effects  of  old  age  and  chronic  disease.  As  a  result, 
the  Nation's  over-65  population  is  growing  steadily  and  is  expected 
to  reach  17  percent  of  the  population  in  the  next  50  years. 

It  is  apparent  to  health  experts  in  Congress,  in  industry,  and  in 
Government  that  the  Nation  has  no  comprehensive,  long-term  care 
benefits  structure  that  will  answer  the  needs  of  this  increasingly  large 
elderly  population. 

The  Congressional  Budget  Office  cataloged  this  need  in  a  long- 
term  care  report  in  February  1977.  That  report  states  that  300,000 
to  500,000  adults  can  be  accommodated  by  the  current  supply  of 
home  health  agencies  and  day-care  facilities.  On  the  other  hand,  the 
CBO  states  that  1.7  to  2.7  million  adults  have  a  current  potential 
need  for  home  health  and  day  care.  Conservatively,  more  than  1  mil- 
lion adults  have  an  unmet  need  for  home  health  care. 

The  CBO  report  also  estimates  that  long-term  care  spending  by 
both  Government  and  private  sectors  will  more  than  double  by  1980. 
Currently,  only  10  percent  of  all  public  funds  are  spent  on  home- 
based  services,  while,  to  quote  from  the  report: 

There  is  evidence  that  20  to  40  percent  of  the  nursing  home  population  could 
be  cared  for  at  less  intensive  levels  were  adequate  community-based  care 
available. 

According  to  the  same  report,  Government-financed,  long-term 
care  services  were  delivered  in  1975  to  1.9  to  2.7  million  people,  al- 
though 5.5  to  9.9  million  persons  were  functionally  disabled.  The 
CBO  estimates  that  approximately  one  of  eight  disabled  persons  re- 
ceived no  form  of  long-term  care  services. 

If  we  accept  these  figures,  it  is  apparent  that  the  supply  of  home 
health  agencies'  services  has  to  double  right  now — in  fact,  last  year — 
to  fill  the  current  unmet  need.  If  proprietary  home  health  agencies 
were  allowed  to  be  certified  for  medicare  participation  without  the 
added  requirement  of  State  licensure,  the  availability  of  home  health 
services  in  the  United  States  could  more  than  double.  In  addition, 
the  proprietaries  do  not  need  Federal  funding  to  start  up  or  expand. 
We  are  ready  right  now.  As  I  stated,  we  have  over  500  offices  that 
are  ready  to  serve,  and  with  the  projected  need  for  growth  in  home 
care,  we  as  citizens  need  every  legitimate,  ethical  provider  we  can  get. 

For  instance,  in  Georgia,  Madam  Chairman,  where  there  is  no 
home  health  agency  licensure  law,  medicaid  served  978  home  health 
clients  out  of  a  total  of  516,325  medicaid  clients  in  the  State  in  1975, 
at  a  cost  of  $254,724.  Only  319  of  these  were  elderly  people.  Medicare 
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served  a  total  elderly  population  numbering  428,895,  spent  only  $1.8 
million  on  home  health  care. 

The  unmet  need  is  such  that  in  Savannah  the  title  XX  people 
asked  one  of  our  proprietary  agencies  to  open  an  office,  and  they 
did  so. 

In  Connecticut  the  elderly  population  is  312,883 ;  the  100  nonprofit 
agencies  in  that  State  employ  1,055  full-time  and  1,239  part-time 
people,  while  the  12  proprietary  agencies  employ  1,099  full-timers 
and  909  part-timers;  the  proprietaries  offer  24-hour  service,  7  days 
a  week,  the  nonprofits  do  not. 

In  Connecticut  the  ratio  of  home  health  aides  to  the  elderly  popu- 
lation is  1.1  per  1,000.  By  way  of  comparison,  that  ratio  in  Scotland 
is  8.4  per  1,000.  In  Scotland,  in  1970,  18,500  people  were  institution- 
alized out  of  a  total  population  of  almost  6  million.  In  Connecticut 
almost  22,000  were  institutionalized  of  a  3-million  population. 

In  Missouri,  again  with  no  home  health  agency  licensure  law,  one 
of  our  proprietary  agencies  was  subcontracting  services  to  a  non- 
profit agency  under  a  title  XX  contract  which  covered  a  14-county 
rural  area.  The  contracting  agency  dropped  the  contract.  The  pro- 
prietary had  to  take  it  on  because  no  one  else  would  do  it,  and  the 
proprietary  did  it  without  opening  any  new  offices. 

In  Ohio,  Madam  Chairman,  the  State  elderly  population  is  1.4 
million.  Approximately  119,000  people  are  confined  to  their  homes, 
according  to  State  estimates,  with  67,000  of  them  needing  home 
health  care.  In  1975  only  about  25,000  people  received  home  health 
care  under  medicare  in  Ohio,  3,550  under  medicaid. 

The  State  of  Ohio  notes  that  1  percent  of  the  total  population  is 
housebound,  2  percent  have  limited  mobility.  Additionally,  5.2  per- 
cent of  the  noninstitutionalized,  over-65  population  in  the  State  are 
homebound ;  6.7  percent  of  them  need  help  getting  around.  Ohio  also 
estimates  that  10  to  40  percent  of  its  elderly  citizens  are  unneces- 
sarily institutionalized  because  of  the  lack  of  supportive  services  in 
the  community.  Sadly,  these  figures  parallel  those  of  the  CBO  report. 

One  of  our  proprietary  offices  in  Ohio  had  been  subcontracting 
with  a  visiting  nurse  service  for  a  long  time.  Originally,  that  ar- 
rangement called  for  the  proprietary  to  supply  licensed  practical 
nurses,  L.P.N.'s.  The  agreement  was  eventually  expanded  to  include 
the  proprietary's  home  health  aides.  That  service  turned  out  to  be 
so  successful  that  the  VNS  dropped  their  own  home  health  aide  pro- 
gram and  now  depends  solely  on  the  proprietary  to  supply  those 
personnel. 

The  story  of  cooperation  and  mutual  dependence  exhibited  by  pro- 
prietary home  health  agencies  and  the  government  and  voluntary 
agencies  of  Ohio,  Missouri,  Connecticut,  and  Georgia  are  not  isolated 
situations.  Proprietaries  are  needed  and  depended  on  in  many  States 
across  the  countrv. 

The  Home  Health  Services  Association  believes  it  is  time  that  the 
Congress  recognizes  the  maturity  of  the  home  health  industry  and 
the  acute  need  for  providing  access  to  its  care.  We  believe  that  pro- 
prietaries have  proven  their  ability  to  provide  quality  care.  We  be- 
lieve that  the  proprietaries  have  proven  the  need  for  their  services 
in  both  the  private  and  the  public  sectors. 
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If  it  is  time  to  make  home  health  care  more  accessible  to  those 
in  need,  if  it  is  time  to  encourage  cost  containment  through  compe- 
tition, then  it  is  time  to  end  medicare's  discrimination  against  tax- 
paying  home  health  providers.  The  Home  Health  Services  Association 
urges  this  subcommittee  to  support  Congressman  Conable's  H.K. 
12788  and  include  it  in  your  medicare  amendments  for  1978. 

Mr.  Conable's  bill  would  delete  from  section  1861  (o)  (6)  the  phrase: 

Except  that  such  term  shall  not  include  a  private  organization  which  is  not 
a  nonprofit  organization  exempt  from  Federal  income  taxation  under  section 
501  of  the  Internal  Revenue  Code  of  1954  (or  a  subdivision  of  such  organiza- 
tion) unless  it  is  licensed  pursuant  to  State  law  and  it  meets  such  additional 
standards  and  requirements  as  may  be  prescribed  in  regulations. 

In  December  1976  Senator  Nunn  of  the  Senate  Investigations  Sub- 
committee questioned  the  wisdom  of  restricting  participation  to  non- 
profit organizations.  He  asked: 

Why  does  a  for-profit  agency  need  more  regulation  than  a  non-profit  corpora- 
tion? How  did  the  Federal  Government  get  into  that  notion? 

All  providers  should  be  equal  under  the  law  and  answerable  to  a 
single  set  of  standards.  Let's  certify  home  health  providers  on  their 
ability  to  do  the  job,  not  their  tax  structure.  To  do  otherwise  is  to 
deny  care  to  people  in  need. 

STATEMENT  OF  ELMER  CERIN,  AMYOTROPHIC  LATERAL 
SCLEROSIS  SOCIETY  OF  AMERICA 

Mr.  Cerin.  My  name  is  Elmer  Cerin  and  I  reside  at  5432  Connecti- 
cut Avenue  NW.,  Washington,  D.C.  I  am  a  volunteer  Washington 
representative  of  the  Amyotrophic  Lateral  Sclerosis  Society  of 
America — ALSSOA — which  is  a  health  organization  engaged  in 
making  grants  for  ALS  research  as  well  as  issuing  information, 
guidelines,  and  instruction  for  taking  care  of  ALS  patients. 

ALS,  commonly  called  Lou  Gehrig's  disease,  is  a  terminal  disorder 
of  the  motor  system,  paralyzing  the  muscles  of  the  legs,  arms,  and 
the  mouth  area.  There  is,  at  the  present  time,  no  known  cause,  pro- 
tection, treatment,  or  cure.  This  degenerating  disease  cripples  and 
then  kills  adults  during  their  most  productive  years.  After  experienc- 
ing excruciating  pain  and  suffering,  together  with  the  wasting  and 
paralysis  of  the  muscles,  the  ALS  patient  usually  succumbs  within 
3  to  5  years  after  diagnosis.  In  a  small  number  of  cases  the  ALS 
patient  becomes  a  paraplegic  or  quadriplegic  and  then  the  disease 
seems  to  be  stabilized ;  however,  round-the-clock  attendant  care  is  re- 
quired for  all  ALS  patients — and  I  would  like  to  stress  this  point- 
medicare  should  be  extended  to  include  home  care  for  qualified  dis- 
abled individuals. 

Medical  authorities  recommend  that  ALS  patients,  whenever  pos- 
sible, remain  in  the  home  environment  rather  than  be  institution- 
alized in  a  nursing  home,  hospital,  or  other  institution.  At  home  the 
love  and  care  of  the  family  and  friends,  under  the  direction  of  a 
supervising  physician  and  nurse,  are  far  more  beneficial  to  the  ALS 
patient.  Without  financial  assistance,  however,  most  ALS  families 
are  soon  pauperized  because  of  the  staggering  costs  required  for 
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medical  and  home  care  services  as  well  as  for  equipment  and  supplies. 

For  this  testimony  I  shall  concentrate  on  three  subjects  of  prime 
interest  to  ALS  patients  and  their  families;  namely:  (1)  The  elim- 
ination of  the  3-day  prior  hospitalization  requirement;  (2)  the  lib- 
eralization of  the  100-visit  limitation  for  home  care  services;  and 
(3)  the  increased  coverage  for  physical  therapy  in  the  offices  of  the 
practitioner. 

The  ALS  patient,  after  diagnosis,  is  usually  returned  to  his  or 
her  home,  since  there  is  no  treatment,  medication,  or  cure  for  the 
disorder.  The  supervising  physician  and  nurse  make  periodic  visits 
to  the  ALS  patient  to  provide  such  services  as  may  be  required  and 
to  supervise  the  home-care  aides  and  attendants  as  well  as  to  advise 
the  family. 

Under  these  conditions,  the  elimination  of  the  3-day  prior  hos- 
pitalization and  the  100-visit  limitation  would  provide  far  better 
coverage  and  would  ease  the  onerous  and  devastating  financial  bur- 
den on  the  ALS  family  to  some  extent. 

Congress  has  been  considering  the  obligation  of  the  American 
people  to  assure  that  no  one  goes  into  bankruptcy  because  of  pro- 
longed illness  or  injury.  Without  this  financial  assistance,  ALS  fam- 
ilies are  daily  facing  the  fear  of  crippling  financial  burdens  to  care 
for  their  ALS  patients. 

According  to  the  statement  introduced  by  Congressman  Claude 
Pepper  on  page  H638  of  the  Congressional  Record  in  1978,  the  total 
cost  for  the  elderly  would  be  some  $12.5  million  to  eliminate  the 
prior  hospital  restriction  and  another  $12.5  million  for  liberalizing 
the  home  visit  allowance ;  thus  a  total  of  $25  million  would  go  a  long 
way  to  ease  the  burden  of  the  ALS  patients  and  other  chronically 
disabled. 

The  other  subject  I  shall  consider  involves  the  limitation  of  $100 
annually  for  physical  therapy  treatments  in  the  office  of  the  practi- 
tioner, whereas  the  physical  therapist  is  paid  for  100  visits  to  the 
home  of  the  disabled.  Section  251(a)(2)  of  Public  Law  92-603, 
dated  October  30,  1972,  established  this  $100  limit. 

It  is  recommended  that  whenever  a  physician  prescribes  physical 
therapy  in  order  to  slow  the  course  of  the  disease  or  to  improve  the 
patient's  comfort,  it  would  be  reasonable  to  cover  the  costs,  up  to  the 
current  100  visits,  in  the  office  of  the  practitioner  for  those  ALS  and 
other  patients  who  are  still  ambulatory.  It  should  be  noted,  because 
of  the  available  equipment  in  the  office  of  the  practitioner,  the  service 
in  the  office  is  usually  superior  to  the  service  performed  in  the  pa- 
tient's home.  Accordingly,  it  is  recommended  that  the  existing  re- 
striction of  $100  per  annum  be  eliminated.  The  projected  cost  for 
such  additional  service  has  not  been  calculated  but  it  is  estimated 
that  the  total  cost  would  not  exceed  $10  million  per  annum. 

Thank  you  for  the  opportunity  to  present  this  testimony  and  rec- 
ommendations in  behalf  of  ALSSOA. 

I  would  be  happy  to  try  to  answer  any  questions  that  the  members 
of  this  subcommittee  may  wish  to  ask. 

Ms.  Keys.  Thank  you. 
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[The  following  was  subsequently  received:] 

Washington,  D.C.,  June  26, 1918. 

Hon.  Dan  Rostenkowskt, 

Chairman,  Subcommittee  on  Health,  Committee  on  Ways  and  Means,  House  of 
Representatives,  Washington,  D.C. 

Dear  Congressman  Rostenkowski  :  On  June  22,  1978,  I  testified  before  the 
Subcommittee  on  Health  of  the  Committee  on  Ways  and  Means  on  Amendments 
to  the  Medicare  Program.  In  response  to  the  Subcommittee's  news  release  of 
the  limited  subject  matters  that  were  to  be  considered,  I  had  tailored  my  testi- 
mony to  three  of  the  listed  topics,  namely,  the  elimination  of  the  3-day  prior 
hospitalization  requirement,  the  liberalization  of  the  100-visit  allowance  for 
home  care  services,  and  the  increased  coverage  for  physical  therapy  in  the  prac- 
titioner's office.  Far  more  critical  to  me  personally  and  to  the  many  other 
families  faced  with  chronically  disabled  or  terminally  ill  members  being  main- 
tained in  the  home  environment  is  the  failure  of  Medicare  to  cover  so-called 
custodial  home  care. 

A  little  over  a  year  ago  my  wife's  illness  was  diagnosed  as  amyotrophic 
lateral  sclerosis,  a  degenerative  neurological  disorder  for  which  there  is  as  yet 
no  known  cause,  protection,  treatment  or  cure.  Since  then  I  have  suspended  my 
legal  practice  to  take  care  of  my  wife  and  to  concentrate  my  energies  and  time 
on  various  aspects  of  the  woeful  ALS  problem,  such  as  obtaining  both  public 
and  private  funds  for  ALS  research,  trying  to  expand  home  health  care  coverage 
for  the  chronically  disabled,  and  assisting  other  ALS  families. 

ALS,  commonly  called  Lou  Gehrig's  disease,  is  a  terminal  disorder  of  the 
brain  and  spinal  cord  producing  muscle  weakness  and  wasting.  The  muscles  of 
the  legs,  arms  and  mouth  area  become  paralyzed  and  the  ALS  patient,  after 
experiencing  excruciating  pain  and  suffering  usually  succumbs  within  three  to 
five  years  after  diagnosis.  This  terrible  disease  attacks  adults  during  their  most 
productive  years  in  the  30  to  50  year  range  and  completely  destroys  the  victim 
as  well  as  the  family. 

The  prime  responsibility  for  taking  care  of  my  wife  rests  on  my  shoulders 
and  I  accept  this  responsibility  without  equivocation.  To  this  end  I  have 
personally  provided  all  the  care  required  on  a  24-hour,  7-day  per  week  schedule 
through  a  combination  of  my  own  services  plus  that  of  two  nurses.  As  my  wife's 
condition  worsened,  I  first  supplemented  my  efforts  with  a  daytime  nurse  and 
recently  I  engaged  a  nighttime  nurse.  On  the  third  shift  and  over  weekends  and 
on  holidays  I  assume  full  responsibility  for  taking  care  of  my  wife.  The  out-of- 
pocket  costs  for  these  two  nurses  approximate  $15,000  annually.  Under  current 
regulations,  Medicare  does  not  reimburse  me  for  any  of  these  costs  since-  this 
home  care  is  not  considered  as  falling  within  "skilled  nursing  care."  As  my 
wife's  condition  disintegrates,  I  shall  need  additional  assistance  in  taking  care 
of  her  and  foresee  the  time  when  I  shall  be  facing  an  increasingly  insurmount- 
able physical  and  financial  burden. 

The  Congress  has  been  considering  the  obligation  of  the  American  people  to 
assure  that  no  American  family  is  forced  into  bankruptcy  because  of  prolonged 
illness  or  injury.  The  40,000  ALS  families  in  this  country  are  now  undergoing 
an  agonizing  experience  of  seeing  their  loved  ones  waste  away  while  they  are 
forced  to  the  wall  as  their  crippling  responsibilities  overwhelm  them. 

It  is  therefore  recommended  that  in  view  of  the  fact  that  diseases,  such  as 
ALS,  are  terminal  and  the  home  environment  is  far  more  beneficial  and  less 
costly  that  Medicare  coverage  should  be  expanded  to  include  home  health  care 
as  well  as  homemaker-chore  services  for  the  chronically  disabled  and  the 
terminally  ill.  To  prevent  possible  abuse  of  this  coverage,  the  attending  physi- 
cian' should  be  required  to  certify,  in  writing,  that  the  patient  is  chronically 
disabled  or  terminally  ill  in  order  to  qualify  for  such  services.  This  liberaliza- 
tion of  the  Medicare  provisions  would  help  to  avoid  many  American  families 
suffering  financial  bankruptcy  at  the  same  time  that  the  patient  is  permitted 
to  retain  his  or  her  dignity,  independence  and  quality  of  life  that  are  the 
inherent  right  of  every  American. 
Respectfully  yours, 

Elmer  Cerin. 
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STATEMENT  OF  IDA  RAITANO,  BETTERMENT  FOR  UNITED 
SENIORS,  PRINCE  GEORGES  COUNTY,  MD. 

Ms.  Raitano.  Members  of  the  subcommittee,  ladies  and  gentlemen, 
my  name  is  Ida  Raitano  and  I  am  a  member  of  the  Betterment  for 
United  Seniors — BUS — a  4-,000-member  senior  citizen  action  group 
in  Prince  Georges  County,  Md. 

Several  weeks  ago,  BUS  sponsored  a  national  senior  workshop  on 
home  health  care  which  senior  citizen  groups  from  13  States  at- 
tended and  gave  their  full  support  to  home  health  care. 

Adult  educators  tell  us  that  if  we  really  wish  to  claim  something 
for  our  own,  we  must  be  able  to  make  it  a  part  of  our  experience. 
Studies  show  that  we  remember  about  20  percent  of  what  we  hear, 
30  percent  of  what  we  see,  50  percent  of  what  we  see  and  hear,  70 
percent  of  what  we  ourselves  put  into  words  and  90  percent  of  what 
we  actually  experience.  Which  brings  me  here  at  this  time  to  plead  a 
cause:  home  health  care. 

On  September  1,  1976,  my  mother  became  a  resident  in  a  nursing 
home.  How  many  of  you  have  experienced  this  heartbreak?  Mom 
went  there  not  because  we  didn't  want  her  but  because  there  was  no 
way  we  could  care  for  her  without  outside  help. 

Medicare  is  paying  $38  per  diem  for  mom's  care  to  this  nursing 
home,  yet  it  would  not  pay  38  cents  for  someone  to  aid  in  her  care 
at  our  home.  Her  social  security  check  covered  her  everyday  needs. 
Both  my  husband  and  I  are  retired  and  there  was  no  way  we  could 
afford  the  cost  of  a  companion  for  respite  care.  My  husband  is  a 
Parkinsonian  and  has  been  totally  disabled  for  30  years.  Mother,  at 
84,  had  become  very  confused  and  needed  constant  attention;  sleep- 
less nights  and  busy  days  became  a  way  of  life,  but  it  would  have 
been  possible  to  cope  with  this  if  for  1  or  2  days  a  week  there  could 
have  been  some  rest. 

Our  present  medicare  law  gives  no  assistance,  yet  statistics  attest 
to  the  fact  that  it  costs  less  to  provide  for  home  health  care  than 
it  does  for  institutional  care. 

We  are  not  asking  for  more  money;  all  we  ask  is  that  the  funds 
available  be  channeled  to  do  the  most  good  for  the  most  of  us. 

Medicare  should  cover  services  which  could  be  administered  at 
home.  Seniors  should  be  allowed  to  live  their  remaining  years  with 
dignity  and  respect,  and  with  their  family,  with  the  treasures  they 
cherish. 

Ladies  and  gentlemen,  we  can't  wait.  We  have  lived  through  two 
major  wars,  numerous  undeclared  wars,  depressions,  and  inflations. 
We  cannot  afford  to  hear  too  many  long-winded  speeches ;  we  do  not 
need  the  many  studies  and  conferences  which  only  confirm  what  we 
already  know. 

We  need  better  health  care  now  if  we  are  to  enjoy  the  years  ahead. 
We  can't  wait. 

Members  of  the  subcommittee,  time  is  running  out,  not  only  for 
my  mom  but  for  all  of  us. 

Mine  may  sound  like  a  selfish  plea,  and  perhaps  it  is.  The  dav  a 
medicare  bill  which  covers  home  health  care — a  bill  similar  to  H.R. 
10738 — becomes  law,  my  mom  will  come  home. 
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Won't  you  help  ?  We  can't  wait. 
Thank  you. 

Ms.  Keys.  Thank  you.  I  thank  each  member  of  the  panel. 
Mr.  Duncan? 

Mr.  Duncan.  Thank  you,  Madam  Chairman. 

I  want  to  thank  all  the  panelists.  It  has  been  a  very  good  one,  and 
I  wish  all  the  members  of  the  Ways  and  Means  Committee  could 
have  heard  you,  although  I  am  a  little  bit  confused  on  two  or  three 
aspects  of  the  home  health  care  industry. 

Mrs.  Moore,  you  mentioned  there  were  several  pseudo-non-profit 
companies,  and  that  others,  that  were  for  profit,  were  legitimate. 

How  do  you  tell  the  difference  ? 

Mrs.  Moore.  That  is  a  good  question.  I  have  been  trying  to  find 
that  out  from  the  Bureau  of  Health  Insurance  and  it  would  appear 
that  they  have  a  question  on  the  surveyor's  form  which  the  agencies 
themselves  fill  out.  In  the  Bureau  of  Health  Insurance  medicare 
statistics  for  1974  in  table  V,  under  the  "Other  category"  it  says  that 
it  includes  private  nonprofit  among  other  agencies. 

So  it  is  a  confused  picture  at  the  moment  and  it  is  in  need  of 
clarification. 

Mr.  Duncan.  In  other  words,  you  don't  really  know  which  ones 
are  good  and  which  ones  are  bad  then — the  for-profit  companies — 
right? 

Mrs.  Moore.  It  is  a  matter  of  standards. 

Mr.  Duncan.  There  might  be  1  or  100  then? 

Mrs.  Moore.  Are  you  saying  between  nonprofit  and  proprietary? 

Mr.  Duncan.  Yes,  the  for-profit. 

Mrs.  Moore.  Unless  the  national  council  or  some  other  responsible 
body  has  done  a  study  of  the  standards  of  the  agencies,  it  is  very 
difficult  to  tell. 

Mr.  Duncan.  I  was  just  following  up  your  statement,  in  which  you 
said  there  were  manv  that  were  pseudononprofit  and  others  that  were 
legitimately  nonprofit.  How  can  you  tell  the  difference? 

Mrs.  Moore.  I  guess  you  have  to  begin  with  their  board  of  direc- 
tors. In  a  voluntary  agency  of  the  traditional  variety,  you  usually 
do  not  find  the  staff  members  as  voting  members  of  the  board.  In 
the  pseudo-non-profit  agencies  usually  you  find  that  the  staff  and 
the  board  are  the  same  people  to  a  large  extent.  That  might  be  one 
war  to  determine  it. 

Mr.  Duncan.  Mrs.  Brennan,  with  your  nursing  services,  do  you 
find  much  difference  in  Tennessee — I  know  they  are  approved  and 
Tennessee  is  one  of  the  approved  States — do  you  find  a  difference 
between  the  profit  and  the  nonprofits? 

Mrs.  Brennan.  It  depends  entirely  upon  the  individual  agency. 
There  is  no  way  to  equate  nonprofit  as  good  and  for  profit  as  bad; 
you  can  have  a  proprietary  institution  which  is  an  excellent  agency. 
You  can  have  a  nonprofit  which  is  a  very  questionable  agency.  It 
depends  entirely  upon  the  individual  agency. 

Mr.  Duncan.  That  is  the  way  I  look  at  it  also. 

Mr.  Liversidge,  you  admit  that  many  of  the  proprietary  agencies 
provide  needed  service  in  a  responsible  and  competent  manner  and, 
therefore,  that  we  are  penalizing  individuals  who  must  use  for-profit 


311 


agencies  by  not  reimbursing  them  simply  because  they  happen  to  be 
in  a  State  where  it  doesn't  have  approval. 
Do  you  think  that  is  right? 

Mr.  Liversidge.  I  think  in  our  own  State  of  Ohio  we  can  contract 
with  proprietary  agencies  to  provide  home  health  paid  services  if 
that  is  appropriate.  I  think  for  us  at  the  present  time  this  works 
very  well. 

For  many  agencies  it  enables  us  to  have  our  own  staff  and  use  the 
proprietaries  to  cover  such  things  as — it  could  be  afterhours  services 
or  weekends  or  certain  peak  demands  and  this  type  of  thing. 

My  own  feeling  is  that  I  think,  with  adequate  standards  that  pre- 
vent some  of  the  problems  that  I  think  exist  today  and  with  a  suit- 
able certificate  of  need,  my  reservation  about  the  proprietary  serv- 
ices and  certain  types  of  private,  nonprofit  agencies  would  be 
eliminated ;  but  I  think  in  the  absence  of  that  at  the  present  time,  all 
we  really  have  is  licensure. 

Mr.  Duncan.  I  gather  that  you  are  opposed  to  proprietary  insti- 
tutions altogether? 

Mr.  Liversidge.  No,  not  all.  As  I  mentioned,  I  feel  that  if  there 
arc  suitable  standards,  considerable  revision  of  the  medicare  stand- 
ards of  participation,  and  if  there  were  a  certificate  of  need  require- 
ment, I  would  not  be  opposed  to  proprietaries  whatsoever.  I  happen 
to  have  worked  in  industry  myself  for  7  years.  I  don't  object  to  the 
profit  situation  whatsoever.  I  think  here  it  is  a  matter  of  control. 

As  I  mentioned  in  my  testimony,  some  proprietary  organizations 
are  coming  on  pretty  strong  in  terms  of  potential  profit  they  see  in 
home  health. 

Mr.  Duncan.  Profit  is  not  exactly  a  dirty  word  as  long  as  it  is  not 
costing  the  patients? 
Mr.  Liversidge.  As  long  as  it  is  not  excessive. 

Mr.  Duncan.  As  long  as  it  isn't  costing  the  patient  any  more 
money.  In  fact,  it  might  increase  quality  services,  might  it  not? 

Mr.  Liversidge.  I  must  say  I  disagree  with  that. 

Mr.  Duncan.  Competition  doesn't  create  a  better  service? 

Mr.  Liversidge.  I  don't  think  it  is  really  a  question  of  competition. 
I  think  the  question  is  one  of  profit.  Just  as  I  disagree  with  the 
concept  of  paying  excessive  salaries  to  some  agency  directors — one 
of  the  abuses  that  has  existed  among  some  of  the  so-called  private, 
nonprofit  agencies,  I  think — saying  that  for  a  billing  of  $2  million 
the  net  profit  to  an  owner  is  $380,000 — I  think  that  is  excessive,  be- 
cause the  Federal  Government  is  going  to  have  to  pay  for  that. 

Mr.  Duncan.  You  are  connected  with  a  nonprofit  now,  is  that 
right? 

Mr.  Liversidge.  That  is  correct. 

Mr.  Duncan.  Is  your  salary  more  now  than  when  you  worked  for 
a  for-profit? 

Mr.  Liversidge.  I  never  worked  for  a  for-profit  agency. 
Mr.  Duncan.  I  thought  you  stated  you  did. 

Mr.  Liversidge.  I  worked  in  industry  for  7  years,  until  1970,  as  an 
administrator  in  the  marketing  division  of  a  pharmaceutical  com- 
pany; that  was  before  I  got  into  the  home  health  field.  My  salary 
right  now  is  $30,000  a  year  and  my  agency  last  year  billed  $2.8  mil- 
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lion  worth  of  home  health  services,  not  only  to  medicare  but  also  to 
medicaid  and  United  Way-supported  services. 

Mr.  Duncan.  Are  you  the  highest  paid  individual  in  your  group? 

Mr.  Liversidge.  In  my  agency  T  am.  There  are  agency  directors  in 
the  country  who  earn  more  than  I  am. 

Mr.  Duncan.  Mr.  Rosenberg,  do  you  care  to  comment  on  any  as- 
pect of  what  has  been  said? 

Mr.  Rosenberg.  Yes,  sir.  Thank  you  very  much,  sir. 

I  think  some  of  the  comments  deserve  an  answer  to,  a  discussion 
about. 

Ohio  is  a  very  interesting  State.  Ohio  is  a  nonlicensure  State. 
Kentucky  is  a  licensure  State.  We  have  offices  in  Cincinnnati  and 
Kentucky.  The  particular  company  that  I  am  associated  with — and 
that  is  the  company  I  will  use  for  my  experience — here. 

Mr.  Duncan.  What  company  is  that? 

Mr.  Rosenberg.  That  is  Homemakers-Upjohn ;  we  also  have  offices, 
in  Kentucky,  right  across  the  river  from  Cincinnati.  Our  Cincinnati 
office  is  a  nonlicensed  office;  it  cannot  provide  services  to  medicare 
recipients.  Our  Kentucky  office  is  a  licensed  office.  The  offices  share 
staff,  share  management,  share  training,  share  standards,  and  provide 
similar  services. 

In  Ohio  we  are  not  licensed;  but  in  Ohio  we  take  care  of  people 
who  buy  the  service  out  of  their  own  pocket,  people  who  can  go  to 
Mr.  Liversidge's  agency  if  he  were  in  Cincinnati  or  our  agency. 
Somewhere  that  consumer  makes  a  choice.  Most  of  our  referrals  are 
from  hospitals,  not  just  from  privately  owned  hospitals  but  also 
from  community  hospitals  and  from  teaching  hospitals;  and  I  feel 
strongly  that  if  we  were  not,  as  proprietary  agencies,  providing  a 
meaningful  service  in  the  community,  that  these  hospital  people, 
these  medical  social  workers,  these  discharge  plan  and  nurses  in 
hospitals  would  sooner  or  later  stop  referring  to  us,  that  sooner  or 
later  they  would  say :  "You  folks  have  been  around  for  a  long  time; 
you  are  not  very  good  and  we  are  just  going  to  use  the  other  people." 
But  that  has  not  happened. 

There  has  been  tremendous  growth  in  this  field. 

Another  comment  was  made:  "We  use  proprietaries  at  night  and 
on  weekends.  We  use  them  when  we  are  not  available."  A  mean- 
ingful distinction:  Proprietaries  have  come  in  and  tried  to  fill  a 
need.  The  need  is  not  only  for  8  to  5,  5  days  a  week.  Our  other  pan- 
elist's mother  may  have  needed  help  at  night  or  on  weekends.  This 
woman  is  calling  for  the  same  thing.  We  provide  services  24  hours  a 
days,  7  days  a  week.  I  think  that  is  a  function  of  competition. 

I  recently  gave  a  talk  in  Connecticut  to  mainly  private/not-for- 
profit  and  voluntary  home  health  agencies  and  I  tried  to  discuss 
with  them  the  function  of  competition  in  America,  what  does  it 
mean.  At  the  end  of  the  talk  we  had  home  health  agencies  get  up  in 
the  meeting  and  say:  "We  have  to  provide  services  at  night  and 
weekends  because  they  are  doing  it,  proprietaries  are  doing  it.  There 
must  be  a  need." 

Without  competition,  that  need  would  never  have  surfaced  or  it 
may  have  surfaced  a  few  years  from  now.  Also  the  comment  about 
excessive  profits,  I  know  very  little  about.  I  have  never  seen  the  par- 
ticular pro  forma  discussed,  but  I  think  they  are  talking  about  only 
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private-  pay  and  not  Government  programs.  There  is  a  regulation 
under  the  medicare  program  that  does  prevent  excesses.  That  regu- 
lation is  in  place  now;  it  is  working  well  in  20  States. 

Mr.  Duncan.  I  would  like  to  hear  all  of  you  talk  more,  but  my 
time  has  expired  and  I  do  thank  all  of  you. 

Ms.  Keys.  I  have  one  question  that  perhaps  someone  on  the  panel 
could  answer: 

I  have  never  seen  complete  comparative  statistics  on  cost  per  day 
per  patient  for  services  rendered,  any  kind  of  comparative  stand- 
ards between  all  the  existing  for-profit  and  not-for-profit  agencies. 

Mr.  Liversidge.  There  is  a  Health  Insurance  Statistics  pamphlet, 
dated  November  2,  1977,  and  put  out  by  the  Office  of  Program  Policy 
and  Planning  of  the  Social  Security  Administration.  It  contains  a 
breakdown  of  1974  statistics  showing  average  cost  per  visit  for  vari- 
ous types  of  services — nursing  care,  home  health  aid,  and  so  forth. 
It  generally  varies  between  $16  for  the  Visiting  Nurse  Association, 
$19  for  the  combined  agencies,  $15  for  the  governmental  health 
agency,  $21  for  the  hospital-based  agency,  and  $20  for  the  propri- 
etary and  $20  for  other,  which  I  presume  is  private  nonprofit,  private 
nonprofit  rehabilitation,  and  skilled  nursing  facility  based  agencies. 

There  may  be  some  others  but  this  is  the  one  I  do  know  of. 

Ms.  Keys.  Thank  you.  I  will  take  it  upon  myself  to  see  that  mem- 
bers of  this  committee  have  that  information,  or  perhaps  more  up- 
to-date  information  is  possible  when  we  continue  to  markup.- 

I  want  to  thank  each  member  of  the  panel,  and  your  testimony 
was  most  helpful  and  I  particularly  thank  the  two  individuals  who 
came  as  individual  citizens,  testifying  from  their  own  experience.  It 
puts  into  focus  some  of  the  actual  problems  faced  by  the  recipients 
that  we  are  talking  about. 

So  thank  you  for  coming. 

We  have  on  the  next  panel  Mr.  Martin  and  Mr.  Dorken,  Morgan 
Downey,  Mae  II  i  gl  i  to  we  r- Va  n  d  ai  n  m ,  Gary  Gerrard  and  Sandra  Par- 
kinson, and  Alan  Leventhal.  If  you  would  come  to  the  witness  table, 
please. 

I  would  suggest  to  the  panel  that  you  proceed  in  the  order  of  your 
seating,  identify  yourselves  and  the  organization  for  whom  you  are 
speaking,  and  I  would  remind  you  that  we  are  trying  to  hear  a 
large  number  of  witnesses  today.  We  need  your  help  very  much  and 
we  will  be  glad  to  insert  your  entire  testimony  into  the  record. 

It  would  be  helpful  to  the  committee  if  you  could  be  restrained 
to  at  least  5  minutes,  if  you  possibly  can,  in  your  verbal  testimony. 

Thank  you,  and  you  may  begin  and  proceed  without  interruption. 

Mr.  Martin.  Thank  you.  I  am  here  to  introduce  Dr.  Herbert 
Dorken,  from  the  Langley-Porter  Neurospsychiatric  Institute  in  Cali- 
fornia, who  will  give  our  testimony^ 

STATEMENT  OF  HERBERT  DORKEN,  PH,  D.,  ACCOMPANIED  BY 
CLARENCE  J.  MARTIN,  COUNSEL,  ON  BEHALF  OF  THE  AMERICAN 
PSYCHOLOGICAL  ASSOCIATION  AND  THE  ASSOCIATION  FOR  THE 
ADVANCEMENT  OF  PSYCHOLOGY 

Dr.  Dorken.  Thank  you,  Madam  Chairman  and  members  of  the 
subcommittee.  It  is  a  pleasure  to  testify  on  behalf  of  the  American 
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Psychological  Association  and  the  Association  for  the  Advancement 
of  Psychology  on  the  topic  of  medicare  reform. 

We  have  been  before  the  subcommittee  several  times  to  testify  on 
this  issue  of  medicare  reform.  I  would  like  to  submit  my  written 
testimony  for  the  record  and  to  simply  underscore  several  points. 

The  need  for  quality  mental  health  and  psychological  services  for 
the  elderly  is  all  too  apparent.  The  quality  of  the  training  and  cre- 
dentials for  licensed  clinical  psychologists  is  well  recognized  by 
Congress,  by  private  industry,  and  throughout  public  and  private 
mental  health  services  across  the  country. 

The  effects  of  utilization  of  psychological  services  is  well  estab- 
lished, as  is  the  effective,  quality  patient  care.  The  essential  question 
remaining,  then,  is  one  of  overall  cost  control  and  utilization. 

In  our  support  of  H.R.  2270,  the  bill  to  grant  direct  recognition 
and  reimbursement  to  psychologists  for  services  delivered  under  the 
medicare  system,  we  are  not  suggesting  that  psychologists  seek  bill- 
ing privileges  for  services  delivered  incident  to  the  services  of  psy- 
chologists. To  seek  this  would  be  to  support  an  illogical  and 
wasteful  precedent  in  the  current  medicare  structure. 

Psychologists  are  a  competent,  credent  ialed,  well-trained  and  rec- 
ognized group  of  practitioners,  both  willing  and  capable  of  carrying 
out  and  monitoring  quality  mental  health  care.  What  we  seek  is 
the  reimbursement  of  those  practitioners  without  the  expensive  tech- 
nicality of  referral  and  the  sham  of  supervision. 

The  physician  supervision  requirement  in  medicare  was  undoubt- 
edly intended  as  a  means  to  control  quality  of  health  services  «ahd 
to  help  insure  that  mental  health,  services  were  necessary  and  appro- 
priate to  the  overall  care  of  our  elderly  population.  In  practice,  how- 
ever, it  is  an  impediment  to  efficiency ;  it  is  a  direct  contributor  to 
inflation  of  health  care  costs  and  it  is  a  terrible  hurdle  in  attempting 
to  meet  the  mental  health  needs  of  the  medicare  population. 

In  practice,  a  patient  visits  the  physician;  the  physician  refers 
the  patient  to  a  psychologist  for  therapy,  and  the  physician  sends 
the  bill  for  services  to  the  medicare  program. 

Under  the  current  medicare  structure,  the  patient  is  not  likely  to 
receive  psychological  services  unless  he  or  she  is  also  billed  for  a  med- 
ical problem  of  some  kind.  In  practice,  the  present  system  promotes 
increased  costs,  leads  to  inappropriate  services  and  forces  health  pro- 
fessionals to  operate  under  a  legislatively  mandated  system  of  fee 
splitting  or  double  billing. 

Under  the  present  system  there  is  a  limit  of  $250  per  individual  for 
outpatient  mental  health  services  under  part  B;  still,  according  to 
the  Health  Care  Financing  Administration,  less  than  1  percent  of 
total  outpatient  reimbursement  under  part,  B  was  for  mental 
disorders. 

As  the  President's  Commission  on  Mental  Health  has  stated: 
"Coverage  and  reimbursement  for  mental  disorders — under  medicare — 
are  painfully  inadequate."  Overall,  less  than  1  percent  of  all  med- 
icare reimbursement  was  for  mental  health  treatment,  according  to 
the  Health  Care  Financing  Administration.  Even  under  part  A, 
where  there  is  a  lifetime  limit  of  190  clays  of  hospitalization  for 
mental  disorders,  only  2  percent  of  that  reimbursement  is  going  for 
mental  health  care. 
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The  DHEW  Office  of  the  Actuary  estimates  that  the  cost  of  includ- 
ing psychologists'  services  would  be  approximately  $5  million  for  the 
first  year.  But  the  estimates  of  the  costs  of  direct  reimbursement  to 
psychologists  must  be  assessed  in  view  of  several  factors  : 

First,  the  cost  of  coverage  must  be  balanced  against  the  benefit  of 
appropriate  and  cost-efficient  care ;  second,  the  cost  of  coverage  must 
be  balanced  against  the  benefit  of  lower  hospitalization  charges;  third, 
the  cost  of  coverage  must  be  balanced  against  the  benefit  of  eliminat- 
ing the  expensive  technicality  of  physician  supervision ;  and,  fourth, 
the  cost  of  coverage  must  be  balanced  or  offset  against  the  benefit  of 
reductions  in  utilization  of  medical  services,  a  benefit  that  has  been 
shown  time  and  time  again  through  research  studies. 

The  issues  of  possible  high  utilization  of  mental  health  services 
and  the  necessary  ability  to  effectively  monitor  the  need  for,  and  pro- 
vision of,  such  services  have  been  used  to  argue  against  appropriate 
coverage  of  mental  health  care ;  but  we  know  of  no  current  data  which 
supports  allegations  that  these  issues  are,  in  fact,  real. 

On  the  contrary,  the  "Colorado  Medicare  Study,"  the  experience 
of  the  CHAMP  US  program,  the  reports  from  the  "Federal  Em- 
ployees Health  Benefits  Plan,"  and  the  claims  experience  of  Aetna 
and  other  private  insurance  companies  all  refute  these  allegations  and 
demonstrate  that  quality  services  can  be  provided  at  a  predictable 
a nd  affordable  level  of  utilization. 

Moreover,  the  "National  Register  of  Health  Service  Providers  in 
Psychology"  has  been  legally  adopted  as  a  reference  standard  by 
CHAMPIJS  and  FEHBP  and  is  widely  used  throughout  the  private 
insurance  industry. 

It  is  clear,  then,  that  the  mental  health  care  needs  of  the  medicare 
population  are  significant.  It  is  also  clear  that  the  present  medicare 
law  and  regulations  do  not  allow  the  least  costly  or  the  most  effective 
mode  of  treatment  to  be  reimbursed. 

It  is  also  clear  that  psychologists,  who  represent  one-half  of  the 
fully  trained,  doctoral -level,  mental  health  practitioners  in  the  United 
States  are  not  allowed  to  participate  effectively  and  beneficially  in 
an  effort  to  help  our  elderly  in  need. 

We  ask  for  your  assistance,  Madam  Chairman,  in  these  medicare 
reform  hearings,  in  our  attempts  to  obtain  direct  recognition  for  psy- 
chologists under  the  medicare  program,  and  we  ask  for  your  support 
in  modification  of  the  program  so  that  it  will  improve  access  to  out- 
patient care. 

Our  ultimate  goal,  as  is  yours,  is  to  provide  the  best  possible  serv- 
ices to  our  elderly  in  need,  at  the  most  reasonable  cost  to  the  taxpayers. 
Thank  you  very  much. 

I  would  be  pleased  to  answer  questions  from  the  subcommittee. 
Indeed,  I  would  invite  questions. 
[The  prepared  statement  follows :] 

Statement  of  Herbert  Dorken,  Ph.  D.,  on  Behalf  of  the  American  Psycho- 
logical Association,  and  the  Association  for  the  Advancement  of  Psy- 
chology 

Mr.  Chairman,  Members  of  the  Subcommittee  on  Health,  it  is  a  pleasure  to 
be  here  today  to  testify  on  behalf  of  the  American  Psychological  Association 
and  the  Association  for  the  Advancement  of  Psychology  on  the  topic  of  Medicare 
Reform. 
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I  am  Dr.  Herbert  Dorken,  a  clinical  psychologist  and  professor  at  the  Univer- 
sity of  California's  Langley  Porter  Neuropsychiatry  Institute  in  San  Francisco. 
In  addition,  I  serve  as  Health  Services  Consultant  to  the  California  State  Psy- 
chological Association.  I  am  accompanied  by  Mr.  Clarence  Martin,  Executive 
Director  and  General  Counsel  of  the  Association  for  the  Advancement  of 
Psychology. 

Psychologists  have  testified  in  support  of  reform  of  the  Medicare  system  be- 
fore this  committee  in  the  past.  You  have  heard  about  the  need  for  mental 
health  services  by  the  elderly  citizens  of  this  country;  and  that  the  present 
Medicare  structure  both  discriminates  against,  and  prevents  the  elderly  person 
in  need  of  mental  health  care  from  receiving  that  care  in  the  most  beneficial 
and  cost-effective  manner.  We  would  like  to  reiterate  those  points,  and  introduce 
a  few  other  points  which  we  think  will  be  informative  to  the  Committee  and 
supportive  of  our  position  that  direct  reimbursement  to  qualified  psychologists 
under  Medicare  would  be  cost-efficient  and  treatment-effective. 

The  National  Institute  of  Mental  Health's  Institute  for  Studies  of  the  Mental 
Health  of  Aging  reports  that  "whereas  the  elderly  are  underserved  in  outpatient 
clinics,  a  staggering  30  percent  of  the  public  mental  hospital  patients  are  oyer 
age  65.  This  is  in  part  due  to  skewed  Medicare  coverage,  where  outpatient  reim- 
bursement for  mental  health  care  is  severely  restricted,  thereby  forcing  a  num- 
ber of  otherwise  unnecessary  hospitalizations." 

The  report  of  the  President's  Commission  on  Mental  Health  states : 

"Discriminatory  financing  for  ambulatory  mental  health  services  provides 
incentives  to  hospitalization  and  general  physician  services  not  designed  for 
treatment  of  mental  disorders.  Yet  studies  have  indicated  that  as  many  as  60 
or  more  percent  of  physician  visits  are  from  sufferers  of  emotional  distress 
rather  than  organic  illness.  If  anything,  current  Medicare  restrictions  reward 
inappropriate  service  for  mental  and  emotional  distress."  1 

The  report  further  states : 

"Available  evidence  supports  the  view  that  funding  of  somatic  medical  care 
currently  pays  for  a  significant  amount  of  care  for  emotional  or  mental  prob- 
lems, even  though  they  are  not  defined  or  reported  as  such.  In  such  situations 
where  the  provider  is  not  specifically  trained  to  provide  mental  health  services, 
the  equality  of  care  may  be  questioned  and  expenditures  for  such  care  may  be 
misdirected  and  of  questionable  benefit."  2 

The  current  debates  on  hospital  cost  containment  have  emphasized  that  hospi- 
talization is  often  unnecessary,  is  the  most  expensive  of  all  forms  of  treatment, 
and  is  over-utilization,  in  part  because  both  public  and  private  health  insurance 
programs  restrict  their  reimbursement  to  inpatient  care.  Two  points  are  clear 
from  these  findings:  first,  that  the  Medicare  emphasis  on  hospitalization  is 
unduly  expensive  to  the  taxpayer-,  second,  that  inpatient  services  do  not  gen- 
erally provide  the  most  efficient  and  effective  mental  health  care  for  the  patient, 
and  may  in  fact  be  counterproductive  to  good  therapy. 

The  great  need  of  our  elderly  population  for  mental  health  services  is  evident. 
There  are  23  million  Americans  over  the  age  of  65.  One  third  of  them  are  below 
the  official  poverty  line.  The  prevalence  of  mental  disorder  and  emotional  dis- 
tress is  higher  among  that  population  than  the  general  population.  Up  to  25 
percent  of  the  older  persons  have  been  estimated  to  have  significant  mental 
health  problems.  Yet,  only  4  percent  of  the  patients  in  private  psychiatric  care 
are  elderly. 

Our  concern  is  that  the  Medicare  population  should  be  receiving  adequate  and 
appropriate  mental  health  services — and  that  they  receive  these  services  from 
practitioners  who  are  properly  trained  in  the  diagnosis  and  delivery  of  mental 
health  services.  The  recent  Social  Security-sponsored  experimental  study  of 
psychological  services  in  one  state,  the  Colorado  Medicare  Study,  has  given  us 
some  interesting  and  disturbing  data  on  what  kind  of  practitioners  are  actually 
delivering  mental  health  services.  Preliminary  reports  from  that  study  strongly 
suggest  that  the  vast  majority  of  reimbursement  claims  for  mental  health  care 
come  from  general  practice  physicians— not  from  any  kind  of  mental  health 
specialist.  Despite  recent  proposals  to  increase  the  psychological  education  of 
physicians  during  their  schooling,  few  general  practice  doctors  have  training  in 
behavioral  science,  mental  and  emotional  diagnosis  or  treatment. 

In  our  support  of  H.R.  2270,  the  bill  to  grant  direct  recognition  and  reimburse- 
ment to  psychologists  for  services  delivered  under  the  Medicare  system,  we  are 


!Task  Panel  Reports,  PCMH  Vol.  ITT  p.  11 23. 

2  Task  Panel  Reports,  PCMH  Vol.  II,  pp.  512,  513. 
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not  suggesting  that  psychologists  seek  billing  privileges  for  services  delivered 
"incident  to"  the  services  of  psychologists.  To  seek  this  would  be  to  support  an 
illogical  and  wasteful  precedent  in  the  current  Medicare  structure.  Psycholo- 
gists are  a  competent,  credentialed,  well-trained  and  recognized  group  of  practi- 
itoners,  both  willing  and  capable  of  carrying  out  and  monitoring  quality  mental 
health  care.  What  we  seek  is  the  reimbursement  of  those  practitioners  without 
the  expensive  technicality  of  referral  and  the  sham  of  supervision. 

The  physician  supervision  requirement  in  Medicare  was  undoubtedly  intended 
as  a  means  to  control  quality  of  health  services  and  to  help  insure  that  mental 
health  services  were  necessary  and  appropriate  to  the  overall  care  of  our  elderly 
population.  In  practice,  however,  it  is  an  impediment  to  efficiency,  it  is  a  direct 
contributor  to  inflation  of  health  care  costs,  and  it  is  a  terrible  hurdle  in 
attempting  to  meet  the  mental  health  needs  of  the  Medicare  population.  In 
practice,  a  patient  visits  the  physician,  the  physician  refers  the  patient  to  a 
psychologist  for  therapy,  and  the  physician  sends  the  bill  for  services  to  the 
Medicare  program.  Under  the  current  Medicare  structure,  the  patient  is  not 
likely  to  receive  psychological  services  unless  he  or  she  is  also  billed  for  a 
medical  problem  of  some  kind.  In  practice,  the  present  system  promotes  increased 
costs,  leads  to  inappropriate  services,  and  forces  health  professionals  to  operate 
under  a  legislatively-mandated  system  of  fee-splitting  or  double-billing. 

Under  the  present  system,  there  is  a  limit  of  $250  per  year  for  outpatient 
mental  health  services  under  Part  B.  Still,  according  to  the  Health  Gare  Financ- 
ing Administration,  less  than  1  percent  of  total  outpatient  reimbursement  under 
Part  B  was  for  mental  disorders.  As  the  President's  Commission  on  Mental 
Health  has  stated:  "coverage  and  reimbursement  for  mental  disorders  (under 
Medicare)  are  painfully  inadequate."  Overall,  less  than  1  percent  of  all  Medicare 
reimbursement  was  for  mental  health  treatment,  according  to  the  Health  Care 
Financing  Administration.  Even  under  Part  A,  where  there  is  a  lifetime  limit 
of  190  days  of  hospitalization  for  mental  disorders,  only  2  percent  of  that  reim- 
bursement is  going  for  mental  health  care. 

The  DHEW  Office  of  the  Actuary  estimates  that  the  cost  of  including  psychol- 
ogists' services  would  be  approximately  $5  million  for  the  first  year.  But  the 
estimates  of  the  costs  of  direct  reimbursement  to  psychologists  must  be  assessed 
in  view  of  several  factors. 

First,  the  cost  of  coverage  must  be  balanced  against  the  benefit  of  appropriate 
and  cost-efficient  care. 

Second,  the  cost  of  coverage  must  be  balanced  against  the  benefit  of  lower 
hospitalization  charges. 

Third,  the  cost  of  coverage  must  be  balanced  against  the  benefit  of  eliminating 
the  expensive  technicality  of  "physician  supervision". 

Fourth,  the  cost  of  coverage  must  be  balanced  or  offset  against  the  benefit  of 
reductions  in  utilization  of  medical  services — a  benefit  that  has  been  shown  time 
and  time  again  through  research  studies. 

The  issues  of  possible  high  utilization  of  mental  health  services,  and  the  neces- 
sary ability  to  effectively  monitor  the  need  for,  and  provision  of,  such  services 
have  been  used  to  argue  against  appropriate  coverage  of  mental  health  care. 
But,  we  know  of  no  current  data  which  supports  allegations  that  these  issues 
are,  in  fact,  real.  On  the  contrary,  the  Colorado  Medicare  Study,  the  experience 
of  the  CHAMPUS  program,  the  reports  from  the  Federal  Employees  Health 
Benefits  Plan,  and  the  claims  experience  of  Aetna  and  other  private  insurance 
companies  all  refute  these  allegations  and  demonstrate  that  quality  services  can 
be  provided  at  a  predictable  and  affordable  level  of  utilization.  Moreover,  the 
National  Register  of  Health  Service  Providers  in  Psychology  has  been  legally 
adopted  as  a  reference  standard  by  CHAMPUS  and  FEHBA  and  is  widely 
used  throughout  the  private  insurance  industry. 

It  is  clear,  then,  that  the  mental  health  care  needs  of  the  Medicare  population 
are  significant.  It  is  also  clear  that  the  present  Medicare  law  and  regulations  do 
not  allow  the  least  costly  or  the  most  effective  mode  of  treatment  to  be  reim- 
bursed. It  is  also  clear  that  psychologists,  who  represent  one-half  of  the  fully- 
trained,  doctoral  level  mental  health  practitioners  in  the  United  States,  are  not 
allowed  to  participate  effectively  and  beneficially  in  an  effort  to  help  our  elderly 
in  need. 

We  ask  for  your  assistance,  Madam  Chairman,  in  these  Medicare  Reform 
Hearings,  in  our  attempts  to  obtain  direct  recognition  for  psychologists  under 
the  Medicare  Program,  and  ask  your  support  in  modification  of  the  program  so 
that  it  will  improve  access  to  outpatient  care.  Our  ultimate  goal,  as  is  yours,  is 
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to  provide  the  best  possible  services  to  our  elderly  in  need — at  the  most  reason- 
able cost  to  the  taxpayers. 
Thank  you  very  much. 

Ms.  Keys.  Thank  you. 

STATEMENT  OF  MAE  HIGHTOWER-VANDAMM,  PRESIDENT, 
AMERICAN  OCCUPATIONAL  THERAPY  ASSOCIATION 

Mrs.  Hightower-Vandamm.  Mr.  Chairman  and  members  of  the 
subcommittee,  I  am  Mae  Hightower-Vandamm,  president  of  the 
American  Occupational  Therapy  Association  and  director  of  the 
Delaware  Curative  Workshop  in  Wilmington,  Del. 

I  am  accompanied  by  James  Garibaldi,  executive  director  of  the 
American  Occupational  Therapy  Association,  and  Frank  Mallon, 
director  of  the  association's  government  and  legal  affairs  division. 

My  oral  statement  will  summarize  my  written  testimony  which  I 
request  be  included  in  the  record  of  this  hearing. 

The  American  Occupational  Therapy  Association  was  founded  in 
1917,  and  now  represents  over  25,000  members  who  include  registered 
occupational  therapists,  certified  occupational  therapy  assistants,  and 
students  of  occupational  therapy. 

The  Delaware  Curative  Workshop  is  a  multidisciplinary  non- 
profit rehabilitation  facility  which  is  medicare  certified  both  as  a 
freestanding  outpatient  clinic  and  home  health  agency. 

On  behalf  of  our  association,  I  applaud  the  subcommittee's  medi- 
care amendment  initiatives,  and  I  especially  welcome  the  opportunity 
to  testify  on  two  areas  of  medicare  coverage  which  are  of  special 
concern  to  our  profession  and  the  people  we  treat. 

Specifically,  I  urge  the  subcommittee  to  adopt  medicare  amendment 
legislation  which  would  permit  coverage  for  occupational  therapy  in 
the  approved  freestanding  outpatient  setting  and  as  a  qualifying 
service  for  home  health  benefits. 

The  proposals  contained  in  my  testimony  have  been  incorporated 
into  bills  introduced  by  Representatives  John  Duncan,  Lindy  Boggs, 
and  William  Walsh.  These  bills  have  been  cosponsored  by  over  50 
other  Members  of  the  House  of  Representatives.  The  Senate  Finance 
Committee  and  the  full  Senate,  moreover,  have  on  three  occasions  in 
the  past  5  years  voted  in  favor  of  these  amendments. 

Occupational  therapy  is  a  health  profession  which  has  its  founda- 
tion in  the  medical  management  of  patients.  The  service  is  provided 
to  persons  of  all  ages  who  are  physically,  psychologically,  or  develop- 
mentally  disabled.  It  involves  the  functional  evaluation  and  treatment 
of  several  different  types  of  patients,  including  those  suffering  from 
strokes,  heart  attacks,  arthritis,  diabetes,  serious  burns,  spinal  cord 
injuries,  and  psychiatric  disorders.  The  purpose  of  occupational 
therapy  is  to  direct  these  patients  to  achieve  a  maximum  level  of 
independent  living  by  developing  those  capacities  which  remain  after 
disease,  accident,  or  deformity. 

Occupational  therapists  work  in  rehabilitation  centers,  home  health 
agencies,  acute  care  hospitals,  long-  and  short-term  psychiatric  facil- 
ities, skilled  nursing  facilities,  outpatient  clinics,  community  mental 
health  centers,  tuberculosis  hospitals,  day  care  centers,  and  private 
and  public  school  systems. 
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As  you  are  aware,  Mr.  Chairman,  medicare  currently  provides  cov- 
erage/for occupational  therapy  to  inpatients  of  hospitals  and  skilled 
nursing  facilities,  as  a  secondary  service  under  the  home  health  bene- 
fit, and  in  certain  limited  outpatient  situations.  Medicare  regulations 
identify  requirements  for  qualified  practitioners. 

The  Department  of  Health,  Education,  and  Welfare  has  also  de- 
fined occupational  therapy  and  established  coverage  criteria,  for 
medicare  purposes,  in  the  provider  intermediary  manuals.  These  regu- 
lations and  guidelines  contain  adequate  safeguards  to  insure  the 
appropriate  provision  of  these  services,  consonant  with  the  intended 
coverage  of  the  medicare  law. 

The  current  medicare  coverage  for  occupational  therapy,  however, 
is  seriously  deficient  in  two  respects.  The  failure  to  provide  reimburse- 
ment for  occupational  therapy  in  the  approved  freestanding  outpa- 
tient setting,  and  as  a  primary  or  skilled  home  health  service, 
blatantly  contradicts  the  mandates  of  quality  medical  care,  unneces- 
sarily limits  a  beneficiary's  access  to  necessary  care,  and  unwisely 
provides  incentives  for  increased  utilization  of  more  costly  inpatient 
treatment. 

My  written  statement  details  specific  situations  where  customary 
medical  management  requires  the  physician-prescribed  services  of  the 
occupational  therapist  in  the  outpatient  and  home  health  settings. 

In  my  own  facility,  the  Delaware  Curative  Workshop,  we  treat 
hundreds  of  medicare  patients  a  vear.  Some  15  percent  of  our  total 
4,800  patients  fall  under  the  medicare  regulations.  They  come  from 
all  walks  of  life  and  with  all  types  of  disabilities  resultant  from 
injury  or  illness  to  the  bones,  joints,  or  central  nervous  system.  Our 
overall  goal  for  every  patient  we  treat  is  to  return  them  to  as  normal 
a  way  of  life  as  possible,  in  every  respect.  Occupational  therapy  is 
badly  needed  by  many  of  our  patients  in  order  to  do  this.  Occupa- 
tional therapy  and  physical  therapy  are  distinct  but  integral  parts  of 
the  rehabilitation  process. 

In  most  instances  physical  therapists  do  not  deal  with  the  activities 
of  daily  living  such  as  dressing  skills,  adaptive  eating  skills,  et  cetera. 
They  are  not  equipped  to  accomplish  many  of  the  rehabilitative  re- 
sults that  occupational  therapists  are  trained  to  provide. 

On  the  other  hand,  occupational  therapists  do  not  give  heat  and 
massage,  gait  training  and  other  treatment  that  physical  therapists 
are  trained  to  give.  It  is  truly  a  marriage  of  skills.  Optimum  rehabili- 
tation or  independence  can  only  be  accomplished  through  the  con- 
structive blending  of  these  skillful  medical  services,  and  to  deprive 
a  patient  of  the  avenues  to  receive  either  is  contributing  to  the  devel- 
opment of  a  dependency  which  can  only  be  supported  in  an  institution 
or  other  costly  facility. 

Current  medicare  provisions,  however,  arbitrarily  fail  to  recognize 
the  requirements  of  ordinary  medical  management.  Under  medicare, 
when  occupational  therapy  is  provided  in  the  approved  freestanding 
outpatient  setting,  it  is  not  a  covered  service  ;  and  yet,  the  same  service 
provided  under  the  same  coverage  criteria  to  a  patient  with  the  same 
medical  need  will  be  covered,  provided  the  patient  can  make  it  to  a 
hospital's  outpatient  clinic.  Apart  from  attempting  to  insure  that 
the  elderlv  beneficiary  make  a  determined  effort  to  receive  the  serv- 
ice, it  is  difficult  to  understand  the  wisdom  of  a  requirement  which 
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forces  this  older  person  to  travel  45  minutes  to  a  hospital,  when  an 
approved  rehabilitation  facility  might  be  across  the  street. 

There  is,  likewise,  no  reasonable  justification  for  medicare's  failure 
to  classify  occupational  therapy  as  a  primary  or  skilled  service  under 
the  home  health  benefit.  Nowhere  else  in  the  medicare  program  or 
other  accepted  health  care  practice  is  the  service  placed  in  the  un- 
skilled category. 

The  law  itself,  moreover,  is  inconsistent  with  regard  to  this  restric- 
tion in  that  it  does  permit  coverage  for  the  patient  who  needs  only 
physical  therapy  or  speech  pathology  services.  Yet,  the  level  of  care 
required  for  the  patient  who  needs  only  occupational  therapy  is  the 
same  as  that  owed  to  the  patient  who  needs  only  physical  therapy  or 
only  speech  patholog}^  services.  The  occupational  therapist  treats  the 
same  types  of  disabled  patients,  at  the  same  or  a  comparable  time  in 
the  treatment  process,  as  does  the  physical  therapist  and  speech 
pathologist.  No  one  can  support  the  claim  that  this  service  is  anything 
other  than  skilled  as  this  classification  is  used  in  the  medicare  context  . 

Finally,  I  would  like  to  address  briefly  the  cost  considerations 
attached  to  these  proposals.  As  I  have  noted  in  my  written  statement, 
I  believe  that  the  relatively  minimal  cost  projected  for  these  proposed 
amendments  will  be  readily  offset  by  improvements  in  quality  of  care 
and  efficiency  of  the  medicare  program,  and  by  the  potential  cost 
savings  which  these  amendments  could  produce.  These  savings  could 
be  realized  through  reductions  in  the  length  of  institutional  stays, 
and  the  diminished  need  for  rehospitalization  as  a  result  of  recurring 
disability.  This  cost-saving  potential  of  occupational  therapy  has  also 
been  recognized  in  statements  by  the  Health  Insurance  Association 
of  America  and  the  National  Association  of  Insurance  Commissioners. 

A  range  of  specific  cost  estimates,  all  reasonable  in  light  of  the 
benefits  to  be  derived  from  these  amendments,  has  been  assigned  to 
these  proposals.  A  December  1975  report  of  the  Senate  Finance 
Committee  identified  a  cost  of  $2  million.  Another  estimate  has  placed 
the  cost  in  the  area  of  $12.5  million. 

I  submit  to  you  today  that  the  maximum  cost  for  the  combined 
outpatient  and  home  health  components  of  these  amendments,  without 
any  consideration  being  given  to  potential  cost  savings,  is  between 
$5  and  $7  million. 

In  closing,  I  would  also  mention  that  the  American  Congress  of 
Rehabilitation  Medicine,  the  American  Academy  of  Physical  Medi- 
cine and  Rehabilitation,  and  the  National  Easter  Seal  Society  of 
Crippled  Children  and  Adults,  along  with  many  other  groups  and 
individuals,  support  the  proposals  contained  in  this  testimony. 

I  thank  you  again,  Mr.  Chairman  and  members  of  the  subcommit- 
tee, for  your  considered  attention  to  these  recommendations. 

[The  prepared  statement  follows :] 

Statement  of  Mae  Hightower-Vandamm,  President,  American  Occupational 

Therapy  Association 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  Mae  Hightower- 
Vandamm,  President  of  the  American  Occupational  Therapy  Association  and 
Director  of  the  Delaware  Curative  Workshop  in  Wilmington,  Delaware. 

The  American  Occupational  Therapy  Association  was  founded  in  1917  and 
now  represents  over  25,000  members  who  include  registered  occupational  thera- 
pists, certified  occupational  therapy  assistants,  and  students  of  occupational 
therapy. 
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The  Delaware  Curative  Workshop  is  a  multidisciplinary  non-profit  rehabilita- 
tion facility  which  is  Medicare-certified  both  as  a  freestanding  outpatient  clinic 
and  home  health  agency. 

On  behalf  of  our  Association  I  applaud  the  Subcommittee's  Medicare  amend- 
ment initiatives,  and  I  especially  welcome  the  opportunity  to  testify  on  two 
areas  of  Medicare  coverage  which  are  of  special  concern  to  our  profession  and 
the  people  we  treat.  Specifically,  I  would  urge  the  Subcommittee  to  include 
in  the  legislation  now  under  consideration  provisions  which  permit  coverage 
for  occupational  therapy  in  the  approved  freestanding  outpatient  setting  and  as 
a  qualifying  service  for  home  health  benefits. 

The  proposals  contained  in  my  testimony  have  been  incorporated  into  bills 
introduced  by  Representative  John  Duncan  (H.R.  4499),  Representative  Lindy 
(Mrs.  Hale)  Boggs  (H.R.  9826  and  9827),  and  Representative  William  F.  Walsh 
(H.R.  3301).  These  bills  have  been  cosponsored  by  over  fifty  other  members  of 
the  House  of  Representatives.  The  Senate  Finance  Committee  and  the  full 
Senate,  moreover,  have  on  three  occasions  in  the  past  five  years  voted  in  favor 
of  these  proposals. 

THE  PRACTICE  OF  OCCUPATIONAL  THERAPY 

Occupational  therapy  is  a  health  profession  which  has  its  foundation  in  the 
medical  management  of  patients.  The  service  is  provided  to  persons  of  all  ages 
who  are  physically,  psychologically,  or  developmentally  disabled.  It  includes  the 
functional  evaluation  and  treatment  of  several  different  types  of  patients 
including  those  suffering  from  strokes,  heart  attacks,  arthritis,  diabetes,  serious 
burns,  spinal  cord  injuries,  and  psychiatric  disorders.  The  purpose  of  occupa- 
tional therapy  is  to  direct  these  patients  to  achieve  a  maximum  level  of  inde- 
pendent living  by  developing  those  capacities  which  remain  after  disease, 
accident,  or  deformity. 

The  occupational  therapist's  initial  focus  is  on  treating  that  pathology  or 
those  impaired  functions  which  preclude  independence  and  productivity.  Occu- 
pational therapists  evaluate  and  treat:  Impaired  muscle  strength,  range  of 
motion,  and  physical  endurance;  Impaired  eye-motor  coordination,  sensory 
integration,  and  motor  planning ;  Impaired  concentration,  attention  span,  thought 
organization,  and  problem  solving;  and  Impaired  visual-spatial  relationships, 
body  schema,  figure-ground  discrimination. 

Occupational  therapists  also  seek  to  inhibit  muscle  atrophy,  minimize  deform- 
ity, and  increase  pain  tolerance.  They  are  also  vitally  concerned  w7ith  the  psycho- 
logical impairments  which  frequently  result  from  the  patient's  illness  or  trauma. 

The  treatment  modalities  used  by  occupational  therapists  are  those  which, 
in  addition  to  reducing  specific  pathology  or  impairment,  will  simultaneously 
help  the  patient  learn  to  apply  the  newly  restored  or  impaired  function  to  the 
demands  of  daily  living,  thus  speeding  recovery  and  an  early  return  to  a  more 
independent  life. 

In  summary,  occupational  therapists  use  selected  rehabilitative  tasks  to 
reduce  specific  pathology  or  impairment  and  help  individuals  achieve 
independence. 

Occupational  therapists  provide  services  in  rehabilitation  centers,  through 
home  health  agencies,  in  acute  care  hospitals,  long  and  short-term  psychiatric 
facilities,  skilled  nursing  facilities,  outpatient  clinics,  community  mental  health 
centers,  tuberculosis  hospitals,  day  care  centers,  and  private  and  public  school 
systems. 

Occupational  Therapists,  Registered  (OTR's)  carry  professional  and  adminis- 
trative responsibilities  for  occupational  therapy  programs  and  services.  They 
are  responsible  for  evaluating  patients,  developing  program  goals,  working  with 
patients  to  achieve  these  goals,  and  documenting  progress.  Certified  Occupational 
Therapy  Assistants  (COTA's),  working  under  the  supervision  of  OTR's,  assist 
in  patient  treatment  and  total  program  implementation. 

OCCUPATIONAL  THERAPY  EDUCATION  AND  CREDENTIALING 

An  Occupational  Therapist,  Registered  (OTR)  has  completed  a  four-year  bac- 
calaureate degree  program  and  six  to  nine  months  of  supervised  field  work  expe- 
rience. The  occupational  therapy  curriculum  includes  courses  in  developmental 
psychology,  anatomy,  neurophysiology,  and  the  social  sciences.  The  supervised 
field  work  covers  such  areas  as  psychiatry,  physical  medicine,  gerontology,  and 
developmental  disabilities.  There  are  currently  50  professional  level  occupational 
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therapy  programs  in  colleges  and  universities  throughout  the  country.  All  pro-  { 
grams  are  accredited  by  the  American  Medical  Association  in  collaboration 
with  the  American  Occupational  Therapy  Association.  This  collaborative  rela-  1 
tionship,  dating  from  1934,  is  the  oldest  existing  involvement  between  the  AMA 
and  an  allied  health  profession  in  the  accreditation  area. 

Graduate  programs  for  OTR's  are  also  available.  Many  of  these  prepare  the 
therapist  for  specialized  practice,  the  teaching  of  occupational  therapy,  or 
research.  One  doctoral  program  in  occupational  therapy  is  available  and  several 
others  are  being  developed. 

The  Certified  Occupational  Therapy  Assistant   (COTA)   is  a  high  school  j 
graduate  or  the  equivalent,  who  has  completed  a  post-secondary  program  in 
occupational  therapy  approved  by  the  American  Occupational  Therapy  Associ- 
ation.- Course  work  focuses  on  human  physiology,  and  the  tasks  and  skills  used  j 
in  daily  life,  and  includes  at  least  two  months  of  supervised  field  work 
experience. 

Following  completion  of  course  and  clinical  work,  the  entry  level  OTR  or 
COTA  candidate  must  pass  a  national  certification  examination  to  become  ere-  j] 
dentialed  for  practice. 

At  the  present  time  11  states,  the  District  of  Columbia,  and  Puerto  Rico  have 
enacted  occupational  therapy  licensure  laws.  One  state  has  enacted  a  certifica- 
tion law  which  sets  requirements  for  those  who  represent  themselves  as  occupa- 
tional therapists.  All  of  these  laws  are  mandatory. 

OCCUPATIONAL  THERAPY  UNDER  THE  MEDICARE  PROGRAM 

Occupational  therapy  is  a  covered  service  under  Medicare  as  in  many  other 
Federal  programs.  Under  the  present  Medicare  law,  occupational  therapy  serv- 
ices are  reimbursable  when  provided  to  inpatients  in  hospitals  and  skilled  nurs- 
ing facilities,  outpatients  in  clinics  attached  to  approved  hospitals,  and  recipients 
of  home  health  care  if  they  also  require  either  intermittent  skilled  nursing  or 
physical  therapy  or  speech  pathology  services.  Occupational  therapy  is  also 
covered  on  an  outpatient  basis  when  provided  "incident  to  a  physician's  profes- 
sional service." 

The  Department  of  Health,  Education  and  Welfare  has  defined  occupational 
therapy  and  established  coverage  criteria  for  Medicare  purposes  in  the  inter- 
mediary manuals  for  hospitals  (Ch.  II  Sec.  3101.9),  skilled  nursing  facilities 
(Ch.  II  Sec.  3133  3c),  and  home  health  agencies  (Ch.  II  Sec.  3118.2).  These 
manuals  require  that  occupational  therapy  be  prescribed  by  a  physician,  be 
performed  by  a  qualified  occupational  therapist  or  assistant,  and  be  reasonable 
and  necessary  for  the  treatment  of  the  individual's  illness  or  injury.  Occupa- 
tional therapy  is  considered  reasonable  and  necessary  when  "an  expectation  I 
exists  that  the  therapy  will  result  in  a  significant  practical  improvement  in  the  | 
individual's  level  of  functioning  within  a  reasonable  period  of  time  (Ch.  II  I 
Sec.  3101.9  B)." 

PROBLEMS  WITH  CURRENT  COVERAGE  AND  THE  NEED  FOR  CHANGE 

As  I  have  mentioned  above,  the  existing  Medicare  coverage  of  occupational 
therapy  in  the  home  health  and  outpatient  setting  is  seriously  deficient.  These 
deficiencies  can  be  remedied  by  permitting  reimbursement  for  occupational  j 
therapy  in  the  approved  freestanding  outpatient  setting  and  as  a  qualifying  I 
service  for  home  health  coverage.  The  nature  of  the  service,  the  needs  of 
Medicare  beneficiaries,  and  certain  cost  considerations  all  support  the  enactment 
of  these  changes. 

Medicare  beneficiaries  who  need  physician  certified  occupational  therapy 
in  the  approved  outpatient  center  or  as  a  sole  service  in  the  home  require 
precisely  that  acute  level  of  care  which  the  Medicare  program  is  intended  to 
cover.  Occupational  therapy  is  an  integral  component  of  medical  care.  Occupa-  I 
tional  therapists  work  with  the  same  types  of  disabled  patients  as  do  physical 
therapists  and  speech  pathologists.  The  patient's  need  for  occupational  therapy,  j 
moreover,  emerges  at  the  same  or  a  comparable  time  in  the  remediation  process 
as  does  the  need  for  these  other  services.  To  segregate  patients  who  need 
occupational  therapy  from  those  who  need  physical  therapy  or  speech  pathology 
services  and  to  classify  the  former  as  requiring  a  less  intense  level  of  care 
is  a  ffross  injustice  to  those  beneficiaries  whose  rehabilitation  will  be  hastened 
by  the  timely  delivery  of  occupational  therapy.  Such  a  classification  also  ! 
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blatantly  contradicts  the  dictates  of  quality  medical  care  and  denies  necessary 
services  to  disabled  people. 

Let  me  speak  to  certain  specific  situations  which  support  the  need  to  correct 
these  inequities  in  the  current  Medicare  policy. 

Outpatient  occupational  therapy  is  appropriately  prescribed  for  an  elderly 
burn  patient  whose  formal  treatment  program  has  not  been  completed.  The 
therapist  will  continue  an  active  program  to  increase  range  of  motion  and 
muscle  strength,  develop  mobility,  and  improve  function.  The  therapist  will 
also  make  periodic  adjustments,  based  on  patient  progress,  to  splints  initially 
fabricated  for  the  person  in  the  hospital. 

A  cardiac  patient  will  frequently  be  treated  by  an  occupational  therapist  on 
an  outpatient  basis.  The  treatment  will  involve  planning  and  implementation 
of  a  program  to  increase  cardiac  tolerance  and  the  vocational,  physical,  and 
psychological  demands  of  his  life  style. 

The  occupational  therapist  will  also  work  in  an  outpatient  setting  wTith  the 
patient  who  has  sustained  spinal  cord  injury.  The  occupational  therapy  program 
will  include  treatment  to  develop  muscle  tone,  increase  range  of  motion,  improve 
circulation,  and  substitute  new  muscle  patterns  for  those  which  have  been  lost. 
The  occupational  therapist  will  also  evaluate  the  patient's  remaining  functional 
ability  and  prescribe  special  adaptive  equipment  to  increase  functional  use  of 
the  remaining  muscle  strength. 

These  and  other  diagnostic  conditions  should  properly  qualify  for  Medicare 
reimbursed  occupational  therapy  treatment  whether  that  treatment  is  provided 
in  a  hospital  outpatient  clinic  or  an  approved  freestanding  center.  There  is  no 
justification  for  distinguishing  between  different  treatment  settings  in  these 
situations.  This  arbitrary  distinction  is  one  which  only  diminishes  the  quality 
of  care  and  creates  unnecessary  barriers  to  the  delivery  of  required  treatment 
in  less  costly  settings. 

For  many  Medicare  patients,  the  continuation  at  home  of  their  specific  occu- 
pational therapy  program  is  a  critical  factor  in  their  full  recovery  or  the 
prevention  of  further  disability.  A  patient  who  has  suffered  a  stroke  and  has 
residual  paralysis  in  his  arm  needs  a  home-based  occupational  therapy  program 
of  remedial  tasks  to  increase  range  of  motion  and  maximize  muscle  tone,  to 
encourage  sensory  integration  and  coordination,  and  to  decrease  painful  and 
debilitating  contractures.  The  occupational  therapist  may  also  design  or  pre- 
scribe assistive  devices  to  allow  purposeful  movement. 

An  occupational  therapist  is  also  needed  to  train  the  patient  in  essential 
activities  of  daily  living,  such  as  feeding,  dressing  and  personal  hygiene,  and  to 
teach  the  patient  safety  techniques  to  avoid  accidental  injury.  Patients  with 
sensory  loss  may  bump  into  objects  and  sustain  fractures,  or  burn  themselves 
with  household  appliances.  Patients  with  visual  perceptual  loss  (such  as  a  loss 
of  vision  in  one-half  of  the  visual  field)  may  fall  out  of  bed  or  off  a  commode, 
or  walk  into  a  wall  and  severely  injure  themselves. 

Occupational  therapy  is  also  essential  treatment  for  a  homebound  patient 
with  severe  arthritis.  An  occupational  therapy  home  program  would  include 
instructing  the  patient  in  manual  tasks  to  decrease  contractures  and  deformities, 
muscle  atrophy  and  degeneration  of  joints,  so  as  to  sustain  the  patient's  ability 
to  perform  the  crucial  tasks  of  daily  living.  The  occupational  therapist  would 
also  teach  energy  conservation  and  joint  protection  and  provide  instruction  in 
the  use  of  assistive  devices  to  minimize  the  stress  on  joints  and  develop  inde- 
pendence. Instruction  in  methods  of  protecting  joints  will  help  keep  the  patient 
independent  by  inhibiting  further  deformity,  and  reducing  the  need  for  ^hos- 
pitalization or  corrective  surgery. 

Occupational  therapy  may  be  the  only  service  required  for  the  stroke  and 
arthritic  patients  described  above,  as  well  as  for  other  diagnosed  conditions,  at 
the  time  when  the  treatment  program  can  be  safely  shifted  from  the  hospital  to 
the  home.  At  this  time  the  physician  prescribed  treatment  plan  will  still  be  in 
process.  Completion  of  this  program  through  the  provision  of  occupational 
therapy  in  the  home  setting  will  ensure  continuation  of  the  functional  improve- 
ment begun  in  the  hospital.  As  the  previously  noted  Medicare  guidelines  state, 
this  treatment  will  continue  only  as  long  as  "an  expectation  exists  that  the 
therapy  will  result  in  a  significant  practical  improvement  in  the  individual's 
level  of  functioning  within  a  reasonable  period  of  time."  Both  the  level  of  care 
required  by  these  patients,  and  the  occupational  therapy  provided  in  response 
to  these  patients'  needs,  properly  fall  within  the  scope  of  Medicare  coverage. 
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The  quality  health  care  due  a  Medicare  beneficiary  is  one  of  the  strongest — 
if  not  the  strongest — reason  for  removing  the  restrictions  on  home  health  and 
outpatient  coverage  of  occupational  therapy.  For  too  long,  these  restrictions 
have  forced  older  people  covered  by  Medicare  to  surmount  unnecessary  barriers 
to  secure  the  necessary  treatment  which  the  program  is  intended  to  provide. 
There  is  no  reasonable  justification  for  a  policy  which  permits  payment  for  a 
service  in  one  approved  setting  and  denies  payment  in  another,  where  the  same 
service  is  provided  under  the  same  coverage  criteria  to  a  patient  with  the  same 
level  of  medical  need.  It  is  equally  unreasonable  to  continue  a  policy  which 
contains  incentives  for  longer  and  more  frequent  institutional  care,  and  increases 
the  likelihood  that  needed  services  will  not  be  received — all  of  which  flow  from 
the  current  restrictions  on  home  health  coverage  for  occupational  therapy.  The 
enactment  of  the  amendments  contained  in  11.11.  9826  will  contribute  significantly 
to  improving  the  consistency  of  Medicare  policies  and  the  quality  and  effective- 
ness of  health  care  under  this  program. 

COST  CONSIDERATIONS 

Cost  considerations  must  be  an  essential  component  of  any  effort  to  improve 
services  supported  by  the  federal  government.  This  is  especially  true  in  the 
context  of  proposing  amendments  to  the  Medicare  law  because  of  the  extraor- 
dinary spiralling  of  health  care  costs  in  recent  years.  Costs  for  improved 
coverage,  therefore,  must  be  carefully  weighed  against  the  benefits  which  accrue 
from  the  changes.  I  submit  that  the  relatively  minimal  cost  projected  for 
these  amendments  will  be  readily  offset  by  improvements  in  quality  of  care  and 
efficiency  of  the  program  and  by  the  potential  cost  savings  which  these  amend- 
ments could  produce.  Let  me  speak  briefly  about  these  potential  cost  savings. 

Medicare  coverage  for  occupational  therapy  in  the  approved  freestanding 
outpatient  setting  and  as  a  primary  (or  "skilled")  service  in  home  health  would 
provide  incentives  for  reducing  the  length  of  institutional  care.  If  it  is  known 
that  ready  access  to  necessary  treatment  is  available  in  the  home  or  on  an  out- 
patient basis,  the  patient  could  leave  the  hospital  earlier.  Enactment  of  these 
amendments  will  foster  precisely  that  form  of  outpatient  care  which  several 
studies  have  shown  to  be  cost  effective  (e.g.,  see  studies  cited  in  "New  Perspec- 
tives in  Health  Care,"  1976  Report  of  the  Subcommittee  on  Health  and  Long- 
Term  Care  of  the  House  Select  Committee  on  Aging  at  pp.  14-25;  and  "Home 
Health — The  Need  For  A  National  Policy  To  Better  Provide  For  The  Elderly", 
1977  Report  to  the  Congress  from  the  Comptroller  General  at  Ch.  2). 

Adoption  of  these  proposals  can  also  contribute  to  reducing  the  need  for 
rehospitalization  as  the  result  of  recurring  disability.  To  the  best  of  my  knowl- 
edge exact  figures  are  not  available  to  describe  how  many  people,  especially 
older  people,  are  forced  to  return  to  the  hospital  because  of  a  disability  resulting 
from  the  failure  to  receive  timely  and  necessary  treatment.  Patients  and  prac- 
titioners who  are  involved  daily  in  the  delivery  of  services,  however,  can  attest 
to  the  occurrence  of  rehospitalization  which  could  have  been  avoided  if  treat- 
ment were  provided  at  the  proper  time.  As  Congresswoman  Lindy  Boggs  men- 
tioned in  her  earlier  testimony  before  this  Subcommittee,  both  the  Health 
Insurance  Association  of  America  and  the  National  Association  of  Insurance 
Commissioners  have  recognized  the  cost  saving  potential  of  occupational  therapy 
in  reducing  instances  of  recurring  disability  and  accident.  The  current  Medicare 
law,  on  the  other  hand,  ignores  this  fact  and,  by  establishing  arbitrary  barriers 
to  the  provision  of  this  service,  in  essence  contributes  to  unnecessary  cost  escala- 
tion. Amendment  of  the  law  in  this  regard  will  constitute  a  real  cost  contain- 
ment decision. 

A  range  of  specific  cost  estimates — all  reasonable  in  light  of  the  benefits  to 
be  derived  from  these  amendments — has  been  attached  to  these  proposals.  A 
December  1975  report  of  the  Senate  Finance  Committee  (Senate  Report  No. 
94-549)  identified  a  cost  of  $2  million.  Another  estimate  has  placed  the  cost  in 
the  area  of  $12.5  million. 

I  submit  to  you  today  that  the  maximum  cost  for  these  amendments — without 
any  consideration  being  given  to  potential  cost  savings — is  between  $5  and  7 
million.  This  estimate,  which  applies  to  both  the  home  health  and  outpatient 
proposals,  is  based  on  the  number  of  occupational  therapists  available  to  prac- 
tice in  settings  covered  by  these  amendments,  current  earnings  of  therapists, 
administrative  and  other  incidental  costs  connected  with  the  delivery  of  these 
services,  and  consideration  of  increased  utilization.  As  I  have  mentioned  before, 
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I  believe  this  projected  cost  is  certainly  reasonable  and,  in  light  of  the  benefits 
which  Medicare  beneficiaries  and  the  program  will  derive,  even  minimal. 

In  closing  I  would  also  mention  that  the  American  Congress  of  Rehabilitation 
Medicine,  American  Academy  of  Physical  Medicine  and  Rehabilitation,  and  the 
National  Easter  Seal  Society  for  Crippled  Children  and  Adults,  along  with  many 
other  groups  and  individuals,  support  the  proposals  contained  in  this  testimony. 

I  thank  you  again,  Mr.  Chairman  and  Members  of  the  Subcommittee,  for  your 
considered  attention  to  these  recommendations. 

Ms.  Keys.  Thank  you. 

STATEMENT  OF  MORGAN  DOWNEY,  DIRECTOR,  GOVERNMENTAL 
AFFAIRS  DIVISION,  AMERICAN  SPEECH  AND  HEARING  ASSOCIA- 
TION 

Mr.  Dowxet.  Thank  you,  Madam  Chairman. 

My  name  is  Morgan  Downey.  I  am  the  director  of  governmental 
affairs  for  the  American  Speech  and  Hearing  Association.  With  your 
permission,  we  would  like  to  have  our  written  statement  introduced 
in  the  record,  and  I  just  would  like  to  outline  our  presentation. 

Our  concern  this  morning  falls  into  two  areas  addressed  in  the 
committee's  release;  the  first  concerns  services  for  the  hearing-im- 
paired elderly.  At  present  it  is  estimated  there  are  some  8.5  million 
hearing-impaired  persons,  a  majority  of  whom  are  elderly.  Yet  under 
medicare  the  audiology  services  are  quite  limited.  They  basically 
relate  to  diagnostic  services  in  a  hospital  or  at  a  physician's  request. 

Once  diagnosed  as  hearing-impaired,  medicare  services  end;  we 
think  this  is  clearly  not  enough.  This  is  the  point  at  which  medicare 
services  need  to  begin. 

Some  Members  of  Congress,  a  fair  number,  have  introduced  legisla- 
tion to  have  medicare  cover  the  cost  of  hearing  aids  themselves.  We 
think  that  is  a  worthwhile  proposal.  Other  Members,  particularly 
three  on  this  subcommittee — Congressmen  Duncan,  Brodhead.  and 
Mikva — have  taken  a  leadership  role  in  introducing  legislation  to 
have  medicare  cover  what  is  a  new  and  developing  technique,  called 
aural  rehabilitation  or  audiologic  rehabilitation. 

Realizing  the  cost  constraints  under  which  this  subcommittee  and 
the  Congress  are  operating,  we  are  not  advocating  at  this  time  full 
medicare  coverage  for  these  services,  but  we  do  think  it  is  appropriate 
that  this  subcommittee  instruct  HEW  to  institute  a  1-year  study  of 
these  services,  their  cost,  their  effectiveness,  the  appropriate  settings 
in  which  these  services  can  be  provided,  and  criteria  for  practitioners. 

We  think  this  is  a  reasonable  request  at  this  time,  as  I  said,  given 
the  limitations  under  which  this  subcommittee  is  working. 

As  far  as  speech  problems  are  concerned,  there  are  some  10  million 
persons  in  the  United  States  with  speech  disorders.  In  terms  of  the 
elderly  population,  speech  disorders  often  result  from  strokes,  from 
cancer  which  causes  removal  of  the  larynx  or  voice  box.  or  due  to  a 
hearing  loss. 

At  present  medicare  covers  these  services  but  they  must  be  pre- 
scribed by  a  physician.  The  subcommittee  release  has  recommended, 
or  has  mentioned  that  this  can  be  changed  from  a  prescription  basis 
to  a  referral  basis.  The  testimony  outlines  the  reasons  why  this  change 
should  take  place. 
;  I  would  only  point  out  that  the  Senate  Finance  Committee  men- 
tioned in  their  committep.  report  in  1973  that  the  present  situation, 
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that  is  a  prescription  basis,  was  unintentional  and  lias  penalized  the 
speech  pathologist. 

In  addition,  on  Monday  the  representative  from  Blue  Cross  and 
Blue  Shield  endorsed  this  change,  and  we  only  refer  you  to  their 
testimony  for  that  reference.  The  additional  benefit  with  this  pro- 
posal is,  we  do  not  anticipate  this  would  have  any  appreciable  cost 
impact  on  the  medicare  system. 

In  addition  to  those  two  major  items,  we  would  like  to  express  our 
support  for  some  other  changes,  most  notably  the  proposed  change  in 
nonphysician  participation  in  the  professional  standards  review  or- 
ganizations, the  elimination  of  a  24  months'  waiting  period  in  the 
case  of  a  disabled  individual,  the  elimination  of  3-day  prior  hospitali- 
zation requirement  for  home  health  benefits  and  for  skilled  nursing 
facilities,  and  finally,  the  optional  enrollment  for  spouses  of  medicare 
beneficiaries. 

That  is  an  overview  of  our  testimony  and  we  would  be  glad  to  take 
any  questions  that  the  subcommittee  might  offer. 
Thank  you. 

[The  prepared  statement  follows :] 

Statement  of  Morgan  Downey,  Esq.,  Director  of  Governmental  Affairs 
Division,  American  Speech  and  Hearing  Association 

Mr.  Chairman,  the  American  Speech  and  Hearing  Association  is  grateful  for 
the  opportunity  to  present  its  views  today  on  changes  in  Medicare.  We  realize 
that  some  changes  in  Medicare  are  contingent  upon  the  difficult  work  of  the 
Congress  and  the  Administration  in  trying  to  control  the  escalating  cost  of 
health  care.  This  Association  is  cognizant  that  the  integrity  of  the  financial 
role  of  governments  at  both  the  state  and  national  levels  is  greatly  affected 
by  expenditures  in  health  care.  We  believe  that  it  is  an  appropriate  undertaking 
for  Congress  to  try  to  limit  these  expenditures  in  as  efficacious  arid  efficient  a 
way  as  possible. 

That  being  said,  we  would  like  to  introduce  ourselves  to  the  Subcommittee. 
The  American  Speech  and  Hearing  Association  is  composed  of  nearly  30,000 
speech-language  pathologists  and  audiologists.  The  principal  concern  of  our 
members  is  the  welfare  of  the  estimated  20  million  Americans  who  are  commu- 
nicatively handicapped,  including  8,500,000  with  hearing  impairments  of  a 
handicapping  magnitude  and  10,000,000  with  speech  disorders.1 

ASHA  members  are  speech-language  pathologists  and  audiologists  who  provide 
their  professional  services  in  hospital  speech  and  hearing  clinics ;  university 
outpatient  clinics;  outpatient  rehabilitation  centers,  such  as  Easter  Seal  agen- 
cies; Veterans  Administration  hospitals;  Head  Start  programs;  the  public 
schools;  and  in  private  practice.  Speech-language  pathologists  and  audiologists 
are  concerned  with  the  systems,  structures  and  functions  that  make  human 
communication  possible.  They  look  to  their  professional  society  for  support  for 
the  development  of  scientific  and  professional  knowledge  about  the  effects  of 
misdevelopment  and  disturbance  in  human  communication  and  about  the  identi- 
fication, evaluation  and  habilitation  of  individuals  with  speech,  language  and 
hearing  disorders.  The  American  Speech  and  Hearing  Assocation  is  vitally  con- 
cerned not  only  with  research  and  care  but  also  with  prevention  of  these  dis- 
orders, such  as  controls  on  excessive  and  dangerous  noise  in  our  environment 
and  workplace.  Only  those  speech-language  pathologists  and  audiologists  who 
have  received  a  master's  degree  in  the  field,  who  have  completed  a  year  of 
supervised  clinical  internship  and  who  have  passed  a  national  examination 
administered  by  the  Educational  Testing  Service  are  eligible  for  ASHA's 
nationally-recognized  Certificate  of  Clinical  Competence.  The  Certificate  is 
recognized  by  both  the  Medicare  and,  the  Medicaid  programs  as  the  badge  of 
professional  proficiency  in  speech  pathology  and  audiology. 


1  Report  of  the  Subcommittee  on  Human  Communication  and  Its  Disorders.  National 
Advisory  Neurological  Diseases  and  Stroke  Council  (NIH),  Human  Communication  and, 
Its  Disorders,  1969. 
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Our  purpose  in  testifying  today  is  to  comment  on  two  major  items  before  the 
Subcommittee  and  to  express  our  support  for  other  changes.  The  first  matter 
relates  to  limited  improvements  in  present  coverage  relating  to  audiologists' 
services.  The  second  matter  concerns  revisions  in  administrative  provisions  in 
Medicare,  specifically  the  requirement  for  a  physician  prescription  for  the  provi- 
sion of  speech-language  pathology  services. 

NATIONAL  STUDY  COMMISSION  FOR  MEDICARE  COVERAGE  OF  AURAL  REHABILITATION 

SERVICES 

Problem 

Health-United  States,  1976-1977,  a  publication  of  DHEW,  Public  Health 
Service,  Health  Resources  Administration,  reported  that  there  were  22.4  million 
elderly  people  in  the  United  States  in  1975.  These  statistics  reveal  that  35  per- 
cent of  the  elderly  in  nursing  homes  and  over  20  percent  of  the  elderly  in  the 
community  suffer  a  hearing  loss.  Of  the  elderly  in  nursing  homes,  one-third  (35 
percent)  could  not  hear  a  conversation  on  an  ordinary  telephone.  In  1969,  the 
National  Advisory  Neurological  Diseases  and  Stroke  Council  stated,  ".  .  .  it  is 
reasonable  to  estimate  that  about  8,500,000  Americans  have  auditory  problems 
of  one  type  or  another  which  are  less  severe  than  deafness  but  wThich  impair 
communication  and  hence  social  efficiency.  The  majority  of  these  individuals  are 
in  older  age  groups.  .  .  ." 

It  is  hard  to  believe  that  Medicare — a  program  designed  to  serve  the  health 
needs  of  the  elderly — so  blatantly  ignores  such  a  major  problem. 

There  are  a  number  of  approaches  to  better  the  health  of  the  hearing  impaired 
that  could  be  adopted.  Congressmen  William  Brodhead,  Abner  Mikva  and 
John  Duncan  have  introduced  legislation  to  provide  full  Medicare  coverage 
for  audiological  rehabilitation.  We  support  this  legislation  and  would  like  to  see 
it  adopted.  These  three  Members  of  Congress  deserve  great  credit  or  their 
leadership  on  behalf  of  the  hearing-impaired  elderly. 

Many  other  members  of  Congress  have  expressed  strong  support  for  Medicare 
coverage  for  the  cost  of  hearing  aids.2  Both  of  these  changes  are  worthwhile 
and  should  be  enacted. 

But  we  realize  that  such  changes  are  costly  and  that  limited  funds  are 
presently  available. 

At  present,  under  Part  A,  Medicare  covers  audiological  services  only  if  they 
are  required  for  a  physician's  diagnosis.  Part  B  of  Medicare  will  not  cover 
hearing  examinations  for  prescribing,  fitting  or  changing  hearing  aids.  Nor  are 
these  services  provided  under  either  Medicare's  outpatient  hospital  benefits  or 
under  medical  services  and  supplies.  The  lack  of  coverage  for  hearing  aid 
testing,  fitting  and  sale  is  not  in  question  here. 

Unlike  eye  problems,  which  can  be  corrected  by  eyeglasses,  a  hearing  problem 
is  not  solved  so  simply.  First,  the  hearing  aid  may  not  be  helpful  at  all,  depend- 
ing upon  the  person's  type  of  hearing  loss.  Secondly,  it  takes  a  new  wearer  time 
to  adjust  to  hearing  through  an  aid  by  building  up  a  tolerance  to  amplified 
sound  and  by  learning  to  discriminate  hearing-aid-processed  speech.  Thirdly, 
there  are  procedures  which  maximize  residual  hearing  with  or  without  a  hearing 
aid. 

Medicare  coverage  of  audiology  services  ends  once  a  person  is  identified  as 
being  communicatively  handicapped.  But  this  is  precisely  where  Medicare  should 
begin — in  providing  the  kind  of  help  the  hearing-impaired  elderly  person  most 
needs.  This  can  be  done  efficiently  and  inexpensively  by  extending  coverage  of 
Medicare  to  the  assessment  and  rehabilitation  services  provided  by  audiologists. 
There  will  be  an  added  benefit — by  providing  sophisticated  testing  and  reha- 
bilitation, the  nation's  hearing-impaired  elderly  will  become  better  shoppers 
for  hearing  aids  and  will  adjust  to  them  more  easily. 

The  HEW  Interdepartmental  Task  Force  on  Hearing  Aids  reported,  "Mis- 
evaluation  of  a  patient's  need  for  a  hearing  aid  and  the  subsequent  sale  of  a 
hearing  aid  device  which  is  ineffective,  and  possibly  unsafe  for  its  intended  use, 
are  major  problems  in  the  present  hearing  aid  delivery  system."  3 

2  Congressmen  Brodhead,  Lundine.  Pepper,  Hillis,  Oilman.  Lehman,  Moorhead,  Eilhprsr, 
Fascell,  Roybal,  Simon,  Ottinger  and  Ruppe  have  all  introduced  legislation  in  the  95th 
Congress.  Congressmen  Railsback.  Guyer.  C°<lerberg.  Harrington.  Be^pll.  Mnrphy  (of 
Pennsylvania),  McCormack,  Moss,  Young  (of  Alaska),  Addabbo,  Bowen,  Bonoir,  Buchanan, 
Caputo,  Carr,  Conte,  cle  la  Garza,  Downey,  Fish,  Lagomarsino,  Lloyd  (of  California), 
Moakley,  Rosenthal,  Brademas  and  Congresswomen  Spellman,  Holtzman  and  Schroeder 
have  cosponsored  such  legislation. 

3  Final  Report  to  the  Secretary  on  Hearing  Aid  Health  Care.  (Prepared  by  the  De- 
partment of  Health,  Education  and  Welfare,  Interdepartmental  Task  Force  on  Hearing 
Aids,  July  1975.) 
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We  believe  that  it  is  appropriate  for  Congress  to  express  its  concern  in  this 
matter  to  the  Secretary  of  HEW  and  to  instruct  the  HEW  to  assemble  a  national 
commission  to  conduct  a  one-year  study  of  audiologic  rehabilitation  services, 
their  cost  and  effectiveness,  and  to  determine  the  appropriateness  of  coverage 
under  Medicare  at  some  point  in  the  near  future. 

The  audiologist  is  the  nonphysician  health  professional  best  trained  to  deter- 
mine the  type  of  hearing  loss  and  the  need  for  an  aid.  A  certified  or  licensed 
audiologist  has  received  a  minimum  of  a  master's  degree  together  with  a  one- 
year  clinical  internship,  and  has  passed  a  national  ETS-administered  examina- 
tion in  his  discipline.  The  audiologist  is  trained  in  such  techniques  as  speech- 
reading  and  situational  training  to  maximize  aided  or  unaided  hearing.  It  is 
the  provision  of  these  services,  known  as  aural  rehabilitation  or  audiologic 
rehabilitation,  separate  and  distinct  from  the  provision  of  a  hearing  aid,  which 
we  believe  can  be  so  valuable. 

Audiological  rehabilitation  has  five  major  components.  They  are:  (1)  identi- 
fication audiometry,  (2)  assessment  for  determining  the  communication  handi- 
cap and  need  for  audiologic  rehabilitation,  (3)  comprehensive  audiologic 
rehabilitation  planning,  (4)  provision  of  necessary  rehabilitation  procedures 
and  (5)  program  evaluation. 

The  first  two  components,  identification  and  assessment,  are  partially  covered 
under  Medicare.  Under  Part  A,  audiologic  evaluation  and  rehabilitation  are 
covered  for  hospital  inpatients  if  they  are  directly  related  to  the  condition  for 
which  the  patient  is  hospitalized.  Under  Part  B,  a  hearing  evaluation  performed 
at  the  request  of  a  physician  for  diagnostic  purposes  or  incident  to  a  physician's 
services  is  covered. 

A  program  of  audiologic  rehabilitation  may  include  a  variety  of  services, 
such  as : 

1.  Drills,  exercises  and  training  in  listening,  auditory  cues  and  strategies  to 
improve  one's  listening  ability,  including  sensitivity  to  sound ; 

2.  Sound  discrimination  (the  ability  to  differentiate  among  the  acoustic  char- 
acteristics of  speech  sounds  and  frequency  patterns  of  words  and  phrases  which 
are  essential  for  understanding  the  actual  content  of  what  was  spoken  as  well 
as  the  context  of  the  spoken  segment)  ; 

3.  Pattern  perception  and  recognition  (that  is,  the  ability  to  derive  information 
from  segments  of  acoustic  events  over  periods  of  time)  so  that  sentences  and 
long  utterances  can  be  understood  even  though  each  sound  or  syllable  was  not 
heard ; 

4.  Perception  of  speech  (that  is,  the  ability  to  understand  speech  through 
knowledge  and  recognition  of  its  acoustic  characteristics)  ; 

5.  Speechreading  or  lipreading — a  program  of  instruction  to  improve  a  per- 
son's ability  to  understand  what  others  are  saying  by  using  visual  clues.  The 
listener's  ability  is  improved  by  increasing  his  or  her  ability  to  identify,  dis- 
criminate and  have  an  immediate  memory  sequence  of  visual  patterns  to  com- 
prehend the  message  that  is  being  conveyed  by  the  language  code ; 

6.  Speech  training — procedures  designed  to  retain  normal  speech  or  improve 
deteriorating  speech  (viz.,  speech  skills  diminish  significantly  when  the  speaker 
is  insufficiently  able  to  monitor  his  own  speech)  by  drills  in  speech  articulation, 
voice  quality  and  intensity  levels  and  in  setting  of  one's  own  voice  volume 
relative  to  the  amount  of  background  noise ; 

7.  Counseling — discussions  with  hearing-impaired  persons  designed  to  improve 
the  person's  ability  to  cope  emotionally,  socially  or  vocationally  with  his/her 
communication  handicap ; 

8.  Guidance  and  instructional  information — discussions  with  hearing-impaired 
persons  designed  to  provide  information  about  such  things  as  hearing  impair- 
ment in  general,  the  particular  type  of  communication  problems  expected  with 
the  individual's  hearing  impairment,  sources  of  other  services  or  technological 
and  sensory  aids  and  information  on  how  to  use  specific  technological  and 
sensory  aids  effectively ; 

9.  Situational  training — training  designed  to  help  hearing-impaired  persons 
arrange  their  environment  and  position  people  in  order  to  improve  their  ability 
to  understand  what  people  are  saying ; 

10.  Selection  of  and  orientation  to  hearing  aids — procedures  designed  to  help 
hearing-impaired  persons  adjust  appropriately  and  efficiently  to  devices  used 
for  improving  communication.  Depending  upon  the  extent  and  type  of  hearing 
impairment  and  individual  communication  needs,  many  hearing-handicapped 
persons  can  benefit  from  such  aids  as  individual  or  group  hearing  aids,  phone 
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amplifiers,  visual  or  vibratory  alarms,  teletypewriters  and  auxiliary  amplifiers 
for  television  and  radio ;  and 

11.  Periodic  assessment — testing  the  individual's  communication  skills  to  de- 
termine the  amount  of  progress,  potential  for  further  significant  progress  and 
appropriate  time  for  discharge. 

Finally,  evaluation  of  the  aural  rehabilitation  program  is  required.  While 
not  a  service  component,  it  is  necessary  to  insure  overall  quality  and  cost- 
effectiveness  of  all  services  being  rendered  by  the  program. 

It  should  be  apparent  that  the  American  Speech  and  Hearing  Association 
believes  that  aural  rehabilitation  or  audiologic  rehabilitation  can  go  very  far 
in  improving  the  communication  skills  of  the  elderly  without  entailing  the 
high  costs  associated  with  the  provision  of  the  actual  hearing  aid.  However,  in 
light  of  budgetary  restraints,  we  feel  that  a  national  commission  is  needed  at 
this  time  to  thoroughly  study  these  services  and  to  do  a  detailed  investigation 
of  the  cost  of  these  services.  In  this  way,  we  hope  to  assure  Congress  and  tax- 
payers that  audiologic  rehabilitation  is  a  cost-effective  way  to  improve  quality 
health  care. 

The  commission,  in  addition  to  reviewing  these  services  and  their  costs, 
would  also  determine  the  criteria  for  practitioners  and  suitable  setting  require- 
ments. We  believe  that  the  examination  of  appropriate  settings  should  look  at 
the  most  feasible  alternatives  to  institutional  settings  such  as  home  health  care. 

The  American  Speech  and  Hearing  Association  strongly  supports  efforts  by 
this  Subcommittee  to  remove  obstacles  to  home  health  care  as  provided  for  by 
Medicare,  and  in  particular  supports  inclusion  of  the  need  for  audiology  services 
as  one  of  the  criteria  for  eligibility  for  the  Medicare  home  health  benefit.  When 
a  home-bound  older  person  is  unable  to  communicate  due  to  a  decline  in  hearing 
or  a  loss  of  speech,  institutionalization  is  not  far  off.  Many  medical  problems 
can  be  treated  by  a  home  health  agency  or  on  an  outpatient  basis,  so  long  as 
the  elderly  person  is  able  to  communicate  his  or  her  needs  and  to  seek  help 
when  needed.  For  this  reason,  Medicare  support  for  maintenance  of  communica- 
tion function  is  vital. 

MODIFICATION  OF  MEDICARE  REQUIREMENTS  FOR  SPEECH  PATHOLOGY 

The  second  major  item  of  interest  to  us  in  these  hearings  is  the  recommended 
change  for  the  provision  of  speech-language  pathology  services  under  Medicare. 

Thousands  of  Americans  benefit  from  the  services  provided  by  speech-language 
pathologists.  Among  those  Americans  are  elderly  patients  who  have  lost  their 
larynx  to  cancer  and  who,  therefore,  have  experienced  a  total  voice  loss ;  patients 
who  have  experienced  significant  reduction  in  language  function  as  a  result  of 
a  stroke;  and  patients  who  have  a  speech  or  language  disorder  as  a  result  of  a 
hearing  loss.  The  report  of  the  Subcommittee  on  Human  Communication  and 
Its  Disorders,  National  Advisory  Neurological  Diseases  and  Stroke  Council 
(NIH),  Human  Communication  and  Its  disorders — An  Overview,  Bethesda, 
Maryland  (1969),  estimates  that  2.1  million  Americans  suffer  from  central  com- 
munication disorders  resulting  from  stroke  and  mental  retardation,  and  ten 
million  have  speech  disorders. 

The  proposed  change  is  from  an  administrative  system  that  has  dictated  that 
physicians  must  prescribe  speech-language  pathology  services  to  a  structure 
where  it  is  necessary  for  the  physician  to  refer  the  patient  to  the  speech-lan- 
guage pathologist  while  maintaining  adequate  review  authority.  The  reason 
for  this  change  is  detailed  below.  Basically,  the  rationale  falls  into  three  areas : 
(1)  the  present  prescription  requirement  is  due  to  an  oversight  that  occurred 
in  the  formulation  of  the  original  legislation  which  the  authors  agree  should 
be  changed;  (2)  a  change  from  a  prescription  to  a  referral  basis  reflects  the 
actual  nature  of  the  physician-speech  pathologist  relationship  and  does  not 
change  that  relationship  in  any  significant  way;  and  (3)  the  change  should 
not  cause  any  additional  expenditures  for  the  Medicare  system  or  Medicare 
beneficiaries. 

Background  of  medicare  speech  pathology  coverage 

The  present  problem  was  created  by  Public  Law  92-603  (the  Social  Security 
Amendments  of  1972)  by  which  Congress  extended  Medicare  coverage  to  speech- 
language  pathology  services  rendered  on  an  outpatient  basis  in  such  organized 
settings  as  freestanding  community  speech  and  hearing  clinical  rehabilitation 
centers  and  public  health  agencies.  In  the  interest  of  expediency,  drafters  of 
the  legislation  sought  to  accomplish  Congress'  objective  bv  appending  the  new 
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speech-language  pathology  provision  to  an  existing  section  of  the  Social  Security 
Act.  That  section  details  conditions  governing  the  delivery  of  outpatient  physical 
therapy  [Social  Security  Act  §1961(p),  P.L.  92-603,  sec.  283(a)].  The  result— 
i.e.,  that  a  physician  prescription  is  necessary  for  speech  pathology  services — 
was  both  unfortunate  and  unintended.  Even  though  speech-language  pathologists 
are  highly  educated,  trained  and  licensed  in  most  states,  they  were  specifically 
excluded  from  being  recognized  as  independent  practitioners,  even  though 
physician  therapists  are  so  designated. 

In  1973,  the  Senate  sought  to  correct  the  bill-drafting  error  by  amending 
H.R.  3153  (93rd  Congress,  1st  Session)  to  clarify  Congressional  intent  with 
regard  to  outpatient  speech-language  pathology  services.  Senate  Report  93-553 
of  the  Committee  on  Finance  states  (at  p.  66)  : 

Under  present  law,  speech  pathology  services  are  covered  under  Medicare 
when  provided  by  approved  hospitals,  skilled  nursing  facilities,  or  home  health 
agencies,  xldditionally,  P.L.  92-603  provided  that  speech  pathology  services  are 
covered  on  an  independent  basis  when  rendered  in  an  organized  setting. 

The  provision  in  P.L.  92-603  unintentionally  penalized  the  speech  pathologist. 
[Emphasis  added.]  By  incorporating  through  reference  certain  requirements 
applicable  to  physical  therapy,  the  provision  seemed  to  require  that  for  Medicare 
reimbursement  for  speech  pathology  services  there  must  be  not  only  a  physi- 
cian's referral,  but  also  a  specific  physician's  plan  detailing  the  amount,  dura- 
tion and  scope  of  services  to  be  provided  by  the  speech  pathologist. 

Since  speech  pathology  involves  highly  specialized  knowledge  and  training, 
physicians  generally  do  not  go  into  this  type  of  detail  when  referring  a  patient 
for  these  services. 

The  Committee  bill,  therefore,  clarifies  that  a  physician's  referral  need  not 
necessarily  detail  the  amount,  duration  and  scope  of  services  required.  The 
Committee  notes  that  there  would  still  be  a  requirement  for  physician  referral 
and  the  physician  would  still  be  required  to  periodically  review  the  relationship 
between  the  services  rendered  and  his  total  plan  of  health  care  for  the  patient. 
Additionally,  there  would  continue  to  be  a  requirement  that  the  speech  patholo- 
gist have  a  detailed  plan  of  treatment  which  could  be  reviewed. 

H.R.  3153  died  when  the  93rd  Congress  chose  to  pass  a  bill  limited  in  scope  to 
the  provision  of  a  Social  Security  benefit  increase.  So  the  Senate  amendment 
to  clarify  the  Medicare  law  did  not  complete  the  legislative  process,  and  the 
inappropriate  requirement  for  a  physician  prescription  for  speech-language 
pathology  services  remains  on  the  statute  books  to  this  day. 

Physician-speech  pathologist  relationship 

The  above  section  chronicles  the  "shotgun  marriage"  of  speech  pathologists 
and  physical  therapists  under  the  Medicare  law — a  most  inappropriate  union. 

Unlike  physical  therapy,  speech-language  pathology  is  a  master's  and  doctoral 
level  profession  requiring  for  certification  the  achievement  of  a  master's  decree 
as  a  minimum,  the  completion  of  a  year's  supervised  clinical  internship  and  the 
passing  of  a  national  examination  administered  by  the  Educational  Testing: 
Service,  Princeton,  New  Jersey.  These  high  education  and  experience  standards 
have  been  recognized  and  generally  adopted  in  federal  and  state  legislation. 

The  professional  relationship  of  a  physician  and  a  physical  therapist  to  a 
common  client  is  based  on  the  physician's  prescription.  The  appropriateness  of 
the  physician's  periodic  recertification  of  the  need  for  physical  therapy  services 
and  of  the  physician's  development  and  periodic  review  of  a  treatment  plan 
which  specifies  "amount,  type,  frequency  and  duration  of  the  services,  etc."  is 
commonly  acknowledged  by  both  physicians  and  physical  therapists.  Such 
recertification,  periodic  review  and  detailed  treatment  specifications  on  the  part 
of  the  physician  are  essential  elements  of  the  physician's  prescription. 

Physicians  and  speech-language  pathologists  who  relate  professionally,  on  the 
other  hand,  do  so  on  a  nonprescription  basis.  Physicians  who  believe  a  given 
patient's  condition  might  be  improved  by  speech-language  pathology  services 
refer  that  patient  to  a  speech-language  pathologist.  The  determination  as  to 
whether  such  services  will  in  fact  contribute  to  the  patient's  improved  communi- 
cation skills  is  exclusively  the  speech-language  pathologist's,  as  are  decisions 
regarding  the  "amount,  type,  frequency  and  duration"  of  the  speech  pathology 
services  to  be  rendered.  To  allow  such  determinations  to  reside  solely  with  a 
prescribing  physician  misrepresents  both  past  and  common  practice.  Indeed, 
some  physicians  are  reluctant  to  prescribe  specific  speech-language  pathology 
services  because  of  a  lack  of  training  or  experience  and  their  understandable 
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concern  over  malpractice  liability.  The  result  is  that  many  elderly  Americans 
are  not  receiving  needed  and  available  speech-language  pathology  services. 

The  vast  differences  in  communicative  disorders  and  the  impact  upon  the 
patient's  attainment  of  his  or  her  anticipated  goals  make  prescription  of  fre- 
quency and  duration  a  very  subjective  requirement.  It  should  be  the  prerogative 
of  the  speech-language  pathologist  to  determine  the  progress  that  the  patient 
is  making  in  remediation  of  the  communicative  disorder  based  on  the  Title 
XVIII  requirement  of  the  plan  specifying  type,  amount  and  duration.  The  physi- 
cian, in  not  directly  supervising  the  speech-language  pathology  services  on  a 
visit-to-visit  basis,  cannot  project  whether  or  not  a  patient  may  be  able  to  make 
increased  progress  through  accelerating  or  reducing  the  frequency  of  treatment 
as  the  speech  pathologist  can.  The  fatigue  factor  is  an  extremely  difficult  factor 
to  predict  and  one  which  can  be  directly  affected  by  the  frequency,  rate  and 
duration  of  the  session.  The  speech-language  pathologist  rendering  the  services 
is  the  most  appropriate  health  professional  to  determine  the  frequency,  rate 
and  session  duration  which  may  then  be  reviewed  with  the  physician  in  light  of 
the  overall  medical  treatment  plan. 

The  discretionary  authority  accorded  to  speech-language  pathologists  in 
developing  and  carrying  out  a  plan  of  treatment  for  the  communicatively  im- 
paired has  been  the  normal  operating  procedure.  Through  his  or  her  educational 
and  practical  training,  the  speech-language  pathologist  has  achieved  the  status 
of  a  fully  independent  health  practitioner,  except  under  the  provisions  of  Title 
XVIII.  Speech-language  pathologists  deserve  recognition  of  their  role  by  the 
change  from  prescription  to  referral  basis  and  by  qualification  as  independent 
practitioners  under  Sec.  1832(a). 

It  is  not  the  goal  of  the  American  Speech  and  Hearing  Association  or  of 
speech-language  pathologists  to  remove  speech-language  pathology  services 
from  overall  medical  supervision  provided  by  the  physician.  Rather,  it  is  our 
goal  to  have  Title  XVIII  reflect  the  present  professional  relationship  between 
these  two  professionals.  This  relationship  is  based  on  a  referral,  not  a  prescrip- 
tion basis.  The  statement  of  Blue  Cross  and  Blue  Shield  by  Mr.  Merritt  W. 
Jacoby  on  June  19,  1978,  before  this  Subcommittee  states : 

"Our  experience  indicates  the  speech  pathologist  possesses  the  technical 
training  and  knowledge  to  determine  the  type  and  duration  of  speech  therapy 
needed  by  patients.  Most  physicians  do  not  have  this  type  of  training  and  rely 
on  the  speech  pathologist  for  detailed  technical  support." 

The  American  Speech  and  Hearing  Association  firmly  believes  that  review  by 
the  physician  should  be  an  active  consultation  between  the  speech  pathologist, 
who  personally  sees  the  patients  over  the  continuum  and  renders  the  necessary 
treatment,  and  the  patient's  physician.  This  could  be  most  effectively  achieved 
by  having  the  speech-language  pathologist  prepare  a  review  of  the  plan  of 
treatment,  at  least  once  every  thirty  days  or  sooner  based  on  an  estimate  of  a 
patient's  progress,  which  would  be  submitted  to  the  patient's  physician  for 
certification  that  the  plan  is  consonant  with  the  overall  medical  plan  established 
by  the  physician. 

It  is  the  belief  of  the  American  Speech  and  Hearing  Association  that  the  pro- 
posed change  would  not  significantly  affect  present  costs  under  Medicare.  If 
anything,  it  is  our  belief  that  health  care  costs  may  be  lessened  because  the 
physician,  who  is  presently  required  to  operate  on  a  prescription  basis,  may 
spend  more  time  with  the  patient  in  developing  a  prescription  than  is  in  fact 
necessary.  The  reason  for  this  expenditure  of  time  is  not  due  to  any  medical 
need  but  is  done  solely  to  fulfill  the  requirements  of  the  law  and  to  therefore 
avoid  any  claim  of  violating  the  law  or  of  not  practicing  in  an  approved  and 
ethical  manner. 

If  any  increase  in  government  expenditures  under  Medicare  might  result,  it 
would  be  more  the  result  of  the  fact  that  the  communicatively-handicapped 
population  has  one  less  obstacle  to  overcome  in  obtaining  health  care.  It  is 
possible,  therefore,  that  some  individuals  may  receive  more  adequate  services 
than  at  present. 

ADDITIONAL  ISSUES 

The  above  two  issues  are  of  the  most  immediate  concern  to  speech  pathologists 
and  audiologists.  However,  there  are  a  number  of  other  issues  before  this  Sub- 
committee which  we  also  support : 

1.  ASHA  strongly  supports  proposed  changes  in  favor  of  nonphysician  partici- 
pation in  Professional  Standards  Review  Organizations.  This  is  a  long  overdue 
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recognition  that  modern  health  care  is  provided  by  a  team  of  competent 
practitioners. 

2.  We  support  elimination  of  the  24-month  waiting  period  in  the  case  of  a 
disabled  individual  who  become  reentitled  to  social  security  disability  benefits 
within  five  years  of  the  termination  of  his  previous  period  of  disability.  This 
would  eliminate  the  hardship  currently  imposed  on  disabled  individuals  who 
unsuccessfully  attempt  to  return  to  work. 

3.  ASHA  supports  the  elimination  of  the  three-day  prior  hospitalization 
requirement  to  qualify  for  home  health  benefits  and  an  increase  in  the  number 
of  visits  available.  ASHA  also  supports  the  elimination  of  the  three-day  require- 
ment for  skilled  nursing  facilities. 

4.  Finally,  we  support  the  proposal  for  optional  enrollment  in  Medicare  on  a 
cost  basis  for  individuals  aged  60-64,  particularly  spouses  of  retired  workers. 

Mr.  Chairman,  the  American  Speech  and  Hearing  Association  is  grateful  for 
the  opportunity  to  present  our  views  today,  and  we  know  that  the  Subcommittee 
and  its  staff  will  give  these  statements  their  fullest  attention.  We  recognize 
the  challenge  that  this  Subcommittee  faces  in  attempting  to  broaden  health  care 
for  our  elderly  citizens  while  at  the  same  time  trying  to  maintain  controls  on 
those  expenditures.  It  is  for  this  reason  that  we  have  advocated  what  we  feel 
is  in  the  best  interest  of  the  hearing-  and  speech-impaired  elderly  while  at  the 
same  time  proposing  ways  in  which  those  services  may  be  provided  in  the  most 
cost-effective  manner.  There  are  a  large  number  of  elderly  for  whom  the  ability 
to  communicate  is  the  dividing  line  between  involvement  as  a  full  individual 
and  a  full  citizen  or  isolation  and  withdrawal  from  their  family,  friends  and 
the  world.  We  therefore  think  it  in  the  best  interest  of  society  that  these  elderly, 
who  can  be  kept  healthy  and  whose  conditions  are  amenable  to  low-cost  and 
effective  treatment,  be  able  to  receive  that  care. 

We  hope  that  the  Subcommittee  shares  these  views  and  will  raise  any  question 
that  its  members  may  have  with  us  at  any  time. 

Thank  you. 

STATEMENT  OF  ALAN  LEVENTHAL,  CHAIRMAN,  COMMITTEE  ON 
NATIONAL  LEGISLATIVE  MATTERS,  UNITED  SOCIETIES  0E 
PHYSIOTHERAPISTS,  INC. 

Mr.  Leventhal.  Mr.  Chairman.  I  am  Alan  Leventhal,  national 
director  of  the  United  Societies  of  Physiotherapists.  Inc.,  and  chair- 
man of  the  Council  of  Licensed  Physiotherapists  of  New  York  State, 
Inc.  I  thank  the  subcommittee  for  this  opportunity  to  present  testi- 
mony on  improvements  in  physical  therapy  practitioner  services 
under  medicare. 

The  points  I  will  briefly  make,  and  which  are  covered  more  com- 
pletely in  my  written  statement  which  I  ask  be  included  as  part  of 
the  record,  are  those  that  I  have  made  before  this  subcommittee  in 
the  past,  both  in  person  and  in  writing.  I  believe  they  are  even  more 
valid  today. 

It  is  a  subject  of  great  concern  not  only  to  the  physical  therapy 
profession  but,  more  importantly,  to  our  patients  who  have  been 
subjected  to  unnecessary  and  unfair  problems  and  inconvenience  in 
their  efforts  to  secure  needed  physical  therapy  services. 

Our  suggestions  not  only  would  not  result  in  increased  costs,  but 
we  feel — and  cost  surveys,  some  of  which  are  attached  to  this  testi- 
mony, have  borne  out — that  they  would  considerably  lower  costs 
while  raising  the  quality  and  accessibility  of  physical  therapy  care. 

We  are  not  asking  for  coverage  of  a  new  health  care  service.  From 
the  inception  of  the  medicare  program,  the  need  for  physical  therapy 
services  has  been  recognized.  The  only  question  was  the  method  of 
providing  them. 
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What  we  are  suggesting  is  an  expansion  of  the  system  already  in 
place.  I  refer  to  section  251(a)  of  Public  Law  92-603.  This  section 
allows  the  private  physical  therapy  practitioner  to  treat  medically 
referred  patients  in  his  own  office  or  the  patient's  home. 

I  might  add  that  most  private  physical  therapy  offices  are  at  least 
as  well-equipped  as  most  institutions,  particularly  in  this  time  of 
tight  hospital  budgets,  and  quite  often  are  better  equipped.  The 
nature  of  physical  therapy  practice  requires  this  and  one  could  not 
survive  as  a  practitioner  without  such  equipment.  However,  this 
system  has  been  prevented  from  operating  to  its  optimum  capacity 
and  efficiency  by  two  unrealistic  restrictions : 

One,  a  $100  per  patient  per  calandar  year  limitation  on  reimburse- 
ment. This  $100  limit,  which  in  actuality  is  $80,  instituted  in  1972 
and  unchanged  since  then,  was  recognized  to  be  limiting  at  the  time. 
If  it  was  inadequate  in  1972,  it  is  grossly  unfair  in  1978. 

This  $100  limitation  penalizes  the  patient  who  desires  to  have 
private  physical  therapy  care  and  forces  him,  if  he  has  no  other  re- 
sources, to  accept  physical  therapy  care  from  institutional  providers 
or  agencies.  The  patient  is  as  entitled  to  private  physical  therapy 
care  as  he  is  to  private  medical  care,  podiatric  care,  or  any  other  health 
care  service.  He  is  deprived  of  this  privilege  and  for  no  good  reason. 

The  second  restriction  relates  to  locale,  now  limited  to  the  physical 
therapist's  office  or  the  patient's  home.  This  prevents  private  practi- 
tioners from  rendering  their  services  in  a  hospital  or  institutional 
setting  unless  either  on  salary  or  under  arrangement  with  the  pro- 
vider— both  of  which  result  in  higher  costs,  loss  of  free  choice  of 
physical  therapist,  disruption  of  the  physician-physical  therapist- 
patient  relationship,  and  lower  levels  of  care. 

While  we  feel  that  the  underarrangement  system  spelled  out  in 
section  251(c)  is  expensive  and  does  not  promote  the  highest  level  of 
care,  we  are  not  asking  its  abolition  but  rather  that  the  provisions  of 
section  251(a)  be  expanded  and  the  systems  be  allowed  to  coexist  in 
a  freely  competitive  manner  so  that  consumers  of  physical  therapy 
services  can  utilize  whichever  best  serves  their  needs. 

The  advantages  of  expanding  the  provisions  of  section  251(a)  are  : 

One.  Free  choice  of  physical  therapist  by  both  the  patient  and  the 
referring  physician.  This  is  severely  limited  under  salary  and  under- 
arrangement systems. 

Two.  Higher  quality  care  as  private  practitioners  are  rooted  in 
their  communities  and  must  maintain  a  high  level  of  care  satisfactory 
to  both  patients  and  referring  physicians,  as  well  as  to  institutions 
where  they  may  practice,  in  order  to  build  and  maintain  a  practice. 

Three.  Greater  accessibility  of  physical  therapy  care  for  patients. 

Four.  Lower  cost.  Surveys  have  shown  that  physical  therapy  costs 
of  providers — hospitals,  nursing  homes,  home  health  agencies — run 
from  $30  to  $60  per  treatment,  counting  the  middlemen  not  involved 
with  private  practitioners.  Private  practitioners'  fees  average  about 
$20  per  treatment,  and  this  is  a  total  all-inclusive  fee  as  all  costs  are 
absorbed  by  the  private  practitioner. 

In  addition,  the  coinsurance  requirement  whereby  patients  must 
pay  a  portion  of  their  bills  serves  well  to  prevent  overutilization  of 
services.  This  applies  only  to  the  private  practitioner  system  and  not 
to  underarrangement  and  salaried  systems. 
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It  must  be  emphasized  that  the  rules  regulating  physical  therapy 
practice  are  not  altered  by  the  method  of  reimbursement,  whether  in 
an  institution,  the  patient's  home,  or  the  physical  therapist's  office. 
However,  the  restriction  of  free  choice  and  the  disruption  of  the 
essential  physician-physical  therapist-patient  relationships  that  occur 
in  salaried  and  underarrangment  systems  do  tend  to  lower  the  quality 
or  care,  at  a  higher  cost. 

In  summary,  we  are  suggesting  that  section  251(a)  be  amended  to: 

One.  Eliminate  the  unrealistic,  outdated,  and  counterproductive 
provisions  limiting  reimbursement  for  physical  therapy  services  by 
an  independent  practitioner  to  $100  per  patient  per  calendar  year. 

Two.  Elimination  of  the  present  restrictions  as  to  where  such  phys- 
ical therapy  services  may  be  rendered,  now  limited  to  the  patient's 
home  or  the  physical  therapist's  office.  The  physical  therapist  should 
be  allowed  to  treat  his  patient,  and  have  his  services  reimbursed, 
wherever  the  patient  happens  to  be ;  be  it  hospital,  nursing  home,  his 
own  home,  or  the  physical  therapist's  office. 

I  would  be  happy  to  answer  any  questions  the  subcommittee  may 
have. 

Thank  you. 

[The  prepared  statement  follows :] 

United  Societies  of  Physiotherapists  Inc., 

Brooklyn,  N.Y.,  Jane  19,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  Committee  on  Ways  and  Means,  Longivorth 
House  Office  Building,  Washington,  B.C. 

Dear  Sir:  The  United  Societies  of  Physiotherapists  Inc.  wishes  to  thank  the 
Subcommittee  on  Health  of  the  Committee  on  Ways  and  Means  for  this  oppor- 
tunity to  present  testimony  relating  to  reimbursement  and  present  coverage  of 
physical  therapy  services  under  the  Medicare  statute. 

It  is  the  intent  of  this  statement  to  call  the  attention  of  the  Committee  to 
areas  in  which  better  quality  services  can  be  provided  for  a  lesser  cost. 

The  original  Medicare  statute  confined  the  ability  of  the  patient  to  secure 
physical  therapy  services  to  an  institutional  or  agency  milieu.  In  1972  the 
Congress  recognized  that  patients  in  need  of  physical  therapy  services  should 
have  services  available  to  them  in  both  their  homes  and  the  private  practi- 
tioner's office.  A  physical  therapy  patient  is  often  not  sufficiently  ambulatory 
to  reach  institutions  or  agencies  which  may  be  located  far  from  his  home.  In 
order  to  correct  this,  §  251(a)  of  Public  Law  92-603  was  enacted.  However,  it 
established  a  $100.00  per  patient  per  calendar  year  limitation  which  was  recog- 
nized even  in  1972  to  be  extremely  prohibitive  to  the  patient  who  sought  the 
services  of  a  private  practitioner.  Under  the  Medicare  statute,  it  really  is 
$80.00  per  year  when  coinsurance  is  counted.  If  this  was  inadequate  in  1972, 
it  is  grossly  inequitable  in  1978.  This  limitation  is  not  found  in  any  other 
health  provider  section  of  the  statute.  There  is  no  justification  for  distin- 
guishing the  physical  therapy  patient  from  the  patient  who  receives  podiatry, 
optometry  or  any  other  form  of  health  services. 

The  United  Societies  has  in  the  past  presented  testimony  relating  to  this 
topic  and  has  presented  such  information  to  individual  members  of  the  Congress. 
We  have  been  minimally  assured  that  the  $100.00  limitation  would  be  reviewed. 
More  importantly,  no  evidence  has  been  presented  to  justify  this  distinction  for 
physical  therapy  services  alone  among  all  health  care  professions.  We  have 
attached  hereto  statements  which  would  strongly  indicate  that  the  quality  of 
the  services  provided  by  physical  therapists  and  the  need  for  same  warrant  a 
treatment  of  physical  therapists  no  less  than  that  which  is  given  to  the  other 
professionals. 

Controls  applicable  to  other  health  professions  are  equally  applicable  to 
physical  therapy.  Thus,  if  a  physical  therapist  in  private  practice  provides  serv- 
ices in  a  hospital,  he  must  document  the  services  are  actually  provided  as  part 
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of  the  patient's  hospital  records.  The  "control"  does  not  exist  by  merely  having 
the  hospital  do  the  ministerial  task  of  billing,  for  which  it  adds  a  surcharge  to 
the  government.  The  control  which  the  government  asks  for  and  justly  deserves 
exists  in  the  documentation  of  services  by  the  physical  therapist,  as  well  as  the 
ethical  standards  required  by  the  physical  therapy  professional  license.  This  is 
as  true  for  physical  therapists  as  for  any  other  health  professional.  All  are 
licensed,  all  have  the  same  ethical  standards,  all  stand  in  jeopardy  of  losing 
their  license  to  practice  for  violation  of  these  ethical  standards,  all  are  subject 
to  the  same  peer  review  and  utilization  review  and  documentation  rules  of  the 
hospital  and  institution  they  service.  The  method  of  reimbursement  or  the 
billing  procedure  does  nothing  to  maintain  cost  control  or  assure  standards.  It 
only  increases  costs  to  the  government. 

The  Congress  can  be  assured  on  the  basis  of  past  history  and  the  evidence 
of  fees  as  attached  hereto  that  costs  would  not  be  increased  under  our  proposal 
for  professional  equity.  The  probabilities  suggest  most  strongly  that  greater  use 
of  private  practitioners'  services  would  decrease  costs  to  the  government. 

The  fiscal  impact  of  such  legislation  is,  of  course,  of  prime  interest,  particu- 
larly at  this  time.  However,  we  wish  to  emphasize  that  the  concern  of  the 
United  Societies  is  for  the  patients'  welfare.  It  is  disturbing  to  the  physical 
therapist  to  tell  his  patient  and  the  referring  physician  that  the  physical  thera- 
pist's services,  which  both  the  patient  and  the  physician  desire,  cannot  be 
offered  to  the  patient  under  the  Medicare  statute  with  the  same  rate  of  reim- 
bursement available  to  the  patient  as  with  other  professionals. 

The  $100.00  limitation  as  referred  to  above  and  the  scheme  of  the  statute 
as  it  now  exists  penalizes  the  patient  from  free  choice  of  physical  therapist. 
Patients  who  require  prolonged  treatment  and  have  limited  financial  resources 
have  no  alternative  but  to  utilize  institutions  and  agencies.  The  government  pays 
more  for  services  rendered  by  '"provider"  who  add  administrative  overhead 
costs  to  their  base  rate.  The  private  practitioner  absorbs  all  costs  and  his  fee 
is  total  and  all  inclusive. 

The  end  results  of  the  above  is  that  the  physician  is  hindered  in  his  selection 
of  the  physical  therapist  of  his  choice;  the  patient  is  hindered  in  selection  of 
the  physical  therapist  of  his  choice ;  the  patient  may  have  to  visit  or  be  ad- 
mitted to  an  institution  or  accept  an  assigned  physical  therapist  from  an 
agency.  For  all  of  this  the  government  spends  more  money !  While  it  is  true  that 
home  health  agencies  will  send  staff  members  or  physical  therapists  "under 
arrangement"  to  patients  at  their  home,  this  does  not  necessarily  involve  the 
physical  therapist  chosen  by  either  the  physician  or  the  patient. 

Recently,  the  Department  of  Health,  Education  and  Welfare  has  advised 
members  of  the  United  Societies  that  they  will  not  reimburse  patients  for 
services  provided  by  private  practicing  physical  therapists  who  specialize  in 
house  calls  and  do  not  maintain  an  office,  simply  and  only  because  they  believe 
such  services  are  available  through  home  health  agencies.  We  have  met  with 
such  representatives  and  demonstrated  to  them  that  such  home  health  agencies 
are  not  always  available  to  the  patient;  they  have  limited  staff  members;  and 
such  staff  members  may  not  be  the  choice  of  the  physician  or  the  patient.  We 
sharply  disagree  with  them  that  it  was  Congress'  intent  to  limit  physical  ther- 
apy services  at  the  patient's  home  to  only  an  employed  physical  therapist  of  a 
home  health  agency  or  by  someone  "under  arrangement"  with  a  "provider".  It 
was  our  understanding  that  §  251  (a)  was  enacted  and  that  Congressional  intent 
was  to  make  physical  therapy  services  available  to  the  patient  in  both  the 
patient's  home  and  the  physical  therapist's  office.  It  was  never  our  understand- 
ing that  such  services  in  the  patient's  home  would  be  limited  so  that  the  private 
practitioner  would  be  excluded  from  offering  his  services  in  that  locale. 

The  rationale  of  using  the  place  where  physical  therapy  services  are  pro- 
vided rather  than  the  type  of  services  or  the  quality  of  the  services  or  the 
persons  who  provide  the  services  as  a  criteria  is  extremely  dubious.  We  appeal 
to  the  Congress  to  clarify  this  matter  and  to  avoid  unnecessary  litigation. 

Revision  and  clarification  of  §251  (a)  is  particularly  relevant  at  this  time 
when  many  hospitals  are  seeking  to  confine  the  types  of  services  that  they  offer 
under  the  constraints  of  cost  containment.  The  office  of  the  private  practitioner 
of  physical  therapy  of  necessity  must  be  well  equipped  for  the  services  he 
provides.  Indeed,  if  it  were  not  so,  he  would  soon  find  that  both  physicians  and 
patients  would  cease  to  use  his  services.  It  is  often  the  only  place  as  fully 
equipped  available  to  the  patient. 
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Many  private  practitioners  are  invited  to  use  hospital  space  for  their  private 
practice.  In  return  for  the  space  provided  by  the  institution,  the  private  practi- 
tioner supplies  his  own  equipment  and  is  available  to  treat  hospital  patients. 
Under  current  statutes  and  regulations  such  services  would  not  be  reimbursable 
even  though  the  physical  therapy  service  would  not  be  available  in  the  hospital 
if  the  private  practitioner  did  not  supply  the  needed  equipment  and  work  under 
this  procedure.  If  the  hospital  sought  to  provide  the  service  on  its  own,  the  cost 
would  be  far  in  excess  of  the  fees  now  charged. 

Those  who  are  involved  in  the  professions  recognize  the  futulity  and  absurdity 
of  this  type  of  situation.  Members  of  the  Congress  who  have  had  this  matter 
discussed  with  them  by  individual  physical  therapists  as  well  as  past  presenta- 
tions of  the  United  Societies  of  Physiotherapists  Inc.  have  acknowledged  that  a 
remedy  is  needed. 

We  wish  to  clarify  that  we  are  seeking  to  in  no  way  limit  the  services  offered 
by  home  health  agencies,  nursing  homes,  hospitals  or  other  "providers".  We  seek 
merely  to  make  the  services  of  the  private  practitioner  of  physical  therapy 
available  to  the  patient  without  unrealistic  restrictions.  The  patient  thus  would 
not  be  penalized  for  exercising  his  freedom  of  choice  of  physical  therapist  as 
guaranteed  by  the  statute.  The  needs  of  the  patient  could  be  serviced  by  the 
private  practitioner  and  patients,  hospitals,  nursing  homes  and  other  "pro- 
viders" would  be  free  to  select  which  system  of  physical  therapy  services  best 
suited  their  needs. 

Respectfully  submitted. 

Alan  Leventhal.  Ph.  T., 

Chairman,  Committee  on 
National  Legislative  Matters. 

SUMMARY  OF  CHARGES 


Outpatient 
diagnostic 

Name  of  institution  charge  House  call 


Methodist  Hospital  of  Brooklyn                                       ...    ..        ...  $34.00  $34 

Long  Island  College  Hospital   29.00  68 

Seen  by  physiatrist   68.00   

Brooklyn  Jewish  Hospital   50.00  50 

Lutheran  Medical  Center   24.00   

New  York  Hospital: 

Therapeutic  exercise  (gym  patient)   35.00   

Physical  therapy  modalities  (clinic  patient)     30.50   

Full  manual  muscle  test   41.50  

Chronaxie   28.00   

Therapeutic  pool   35. 00   

Chest  physical  therapy   30.50   

Rehabilitation  class  (example:  mastectomy  class)   22.00   

Nerve  conduction  velocity   28.00   

Physical  therapy  additional  (gym  patient  who  also  receives  a  modality  other  than 

hoc  pack,  paraffin,  or  whirlpool)   i  21.00  

Nassau  County  Medical  Center   25.00   

North  Shore   2  17.50  

Glen  Cove   18.00  

South  Nassau  Communities       2 15.  00  

Long  Island  Jewish  HMC   3  17.50  

Long  Beach  Memorial   ..  .   17.50  

Peninsular  General       *  35.  00   

Hempstead  General       « 10. 00  

6  4.00   

Visiting  nurses,  town  of  Oyster  Bay    30 


1  In  addition  to  $35  for  therapeutic  exericse. 

2  Plus  $7.50/modality— most  treatment  sessions  necessitate  3  or  more  modalities,  i.e.  heat,  massage,  exercises,  etc. 
^Outpatient  charge  can  also  be  $20  to  $22. 

4  Outpatient  charge  can  go  as  high  as  $40. 

5  First  modality  plus. 

^Additional  modality — most  treatment  sessions  necessitate  3  or  more  modalities,  i.e.  heat,  massage,  exercises,  etc. 

Most  privately  practicing  Physiotherapists  charge  approximately  $15-20  per 
office  visit,  inclusive  of  all  modalities.  Home  visits  run  $20-25.  In  some  instances, 
the  first  office  visit  is  higher  because  of  the  testing,  evaluation  and  initial  clerical 
work  involved. 
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Ms.  Keys.  Thank  you. 


STATEMENT  OE  GA.RY  GERARD,  PRESIDENT,  AMERICAN  ASSOCIA- 
TION  EOR  RESPIRATORY  THERAPY,  ACCOMPANIED  BY  SANDRA 
PARKISON,  EXECUTIVE  DIRECTOR  AND  COUNSEL 

Mr.  Gerard.  M}^  name  is  Gary  Gerard.  I  am  president  of  the 
American  Association  for  Eespiratory  Therapy,  a  professional  as- 
sociation representing  close  to  20.000  respiratory  therapists  and  res- 
piratory therapy  technicians  in  this  country. 

I  am  accompanied  today  by  Sandra  Parkison,  executive  director 
and  counsel  for  the  AAET. 

We  welcome  the  opportunity  to  appear  before  the  subcommittee 
as  you  debate  the  difficult  task  of  determining,  within  strict  monetary 
limitations,  various  improvements  in  the  medicare  program. 

The  association  will  focus  its  comments  on  two  main  areas:  im- 
provement of  the  home  health  benefit  and  administrative  provisions 
for  nonphysician  participation  in  the  professional  standards  review 
organizations. 

But  first,  and  very  briefly,  I  would  like  the  opportunity  to  explain 
exactly  how  respiratory  therapists  are  unique  among  the  diverse 
professions  which  provide  hands-on  health  care. 
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Respiratory  therapy  education  lias  a  core  curriculum  of  basic 
sciences  similar  to  the  education  for  registered  nurses,  but  in  addi- 
tion, every  registered  therapist  must  have  specific  courses  in  cardio- 
pulmonary physiology,  coronary  care  nursing,  and  microbiology, 
with  emphasis  on  the  diseases  of  the  lungs. 

Also,  we  must  go  through  a  minimum  of  1,000  hours  of  clinical 
course  work  with  respiratory  therapy  devices  such  as  oxygen  therapy 
equipment,  aerosol  medicine  delivery  equipment,  and  ventilators 
which  provide  life  support  to  those  who  cannot  breathe  without 
assistance. 

Almost  b}^  definition,  respiratory  therapy  differs  from  the  other 
traditional  therapy  services  in  that  we  regularly  are  involved  in  per- 
forming services  which  are  life-sustaining. 

The  incidence  of  respiratory  ailments  in  this  country  is  almost 
staggering.  When  we  eliminate  statistics  for  the  common  cold  and 
take  figures  for  influenza  and  other  upper  respiratory  conditions 
only,  HEW's  Center  for  Health  Statistics  reports  approximately 
155,000  cases  in  1976  which  required  either  medical  attention  or  re- 
stricted personal  activity.  Respiratory  conditions  account  for  more 
than  half  of  the  bed  disability  days  attributed  to  all  acute  conditions, 
a  full  half  of  these  days  attributable  to  influenza. 

Figures  compiled  by  the  National  Center  for  Health  Statistics  and 
the  Center  for  Health  Services  Research  indicate  that  influenza  and 
pneumonia  are  the  fourth  leading  cause  of  death  for  those  65  years 
and  older.  The  cost  to  the  economy  is  clear.  In  1976  143  million  days 
were  lost  from  work  because  of  people  who  were  ill  with  respiratory 
conditions. 

On  the  first  day  of  hearings  held  by  this  subcommittee,  numerous 
Members  of  the  Congress  emphasized  the  need  for  improved  home 
health  benefits  under  medicare.  I  am  confident  the  subcommittee  f  ulty 
recognizes  the  benefits  of  home  health  care,  not  only  in  terms  of  dol- 
lars spent,  and  for  that  matter  dollars  saved,  but  we  all  recognize 
home  health  care  as  a  more  humane  mode  of  care.  The  patient  is 
familiar  with  the  surroundings  and  naturally  feels  more  secure  and 
relaxed  in  his  own  home. 

We  think,  however,  it  is  quite  ironic  that  respiratory  therapy  serv- 
ices are  still  not  included  as  a  service  eligible  for  medicare  reim- 
bursement under  the  home  health  provisions,  especially  in  light  of 
the  life-sustaining  nature  of  respiratory  therapy. 

AART  would  make  two  specific  recommendations  to  the  subcom- 
mittee to  remedy  this  situation. 

First,  we  would  add  respiratory  therapy  services  to  section 
1835(a)  (2)  (A).  This  particular  section  deals  with  the  procedure  for 
payment  of  claims  of  providers  of  services,  and  would  simply  add 
respiratory  therapy  as  an  additional  service  that  a  physician  may 
certify  as  necessary  for  a  beneficiary  to  become  eligible  for  the  medi- 
care home  health  benefit.  Basically,  this  change  would  acknowledge 
that  physician-certified  need  for  respiratory  therapy  services  _  in  a 
home  setting  is  an  acceptable  entry  point  for  medicare  beneficiaries 
for  the  home  health  benefit. 

Secondly,  and  we  readily  admit  this  second  proposition  has  cost 
constraints,  AART  recommends  addition  of  respiratory  therapy  serv- 
ices to  section  1861  (m)  (2).  This  section  of  the  medicare  law  specifi- 


339 


j  cally  delineates  the  services  reimbursable  under  the  medicare  home 
;!  health  provisions.  Current  law  reimburses  physical,  occupational, 
:|  and  sjoeech  therapy  and,  while  these  indeed  play  an  important  role  in 
j  health  care,  I  would  like  to  reemphasize  the  life-sustaining  nature 
of  respiratory  therapy.  Our  training  is  significantly  different,  our 
>!  role  in  respiratory  care  in  our  national  hospitals  is  unique,  and  the 
'  high  incidence  of  respiratory  disease  is  well  documented. 

We  strongly  urge  the  subcommittee  to  consider  seriously  these 
additions  to  the  medicare  program,  not  merely  in  terms  of  actual  dol- 
lar expenditures  but  in  terms  of  total  cost  containment;  we  must 
also  consider  the  cost  to  the  economy  if  we  do  not  provide  these 
|  services. 

One  further  comment.  The  AART  has  been  working  closely  with 
;  HEW's  Division  of  Peer  Review  as  we  attempt  to  structure  activity 
of  nonphysicians  in  the  PSRO  program. 

We  strongly  urge  the  subcommittee  to  reiterate  its  support  for  the 
program  as  a  quality  assurance  and  cost-containment  mechanism.  We 
are  eager  to  work  with  the  Department  toward  development  of  ap- 
propriate peer  review  mechanisms  for  respiratory  therapists  and  we 
are  confident  that  such  efforts  can  be  successful  if  we  are  given  the 
time  and  financial  support  for  such  efforts. 

I  will  be  glad  to  answer  any  questions  the  subcommittee  may  have. 

Thank  you. 

Ms,  Keys.  Thank  you. 

Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Madam  Chairman.  I  have  no  questions. 

I  compliment  the  panel  and  thank  you  for  your  great  contribution. 
The  subjects  you  have  touched  are  certainty  of  the  greatest  impor- 
tance to  this  subcommittee,  and  I  know  will  be  quite  helpful  when 
we  get  down  to  seriously  marking  up  the  bill. 

Thank  you. 

Ms.  Keys.  I  would  like  to  pose  two  short  questions,  one  directed 
to  Dr.  Dorken. 

You  spoke  of  least-cost  and  I  like  the  phrase.  I  remember  we  had 
testimony  before  this  subcommittee  concerning  research  done  at  the 
Menninger  Foundation  about  the  additional  length  of  hospitalization 
because  patients  were,  under  medical  professional  care,  being  treated 
for  mental  health  care  rather  than  physical  health  care  problems. 

I  wondered  if  you  had  any  specific  documentation  of  the  least-cost 
that  you  mentioned  in  your  testimony. 

Dr.  Dorken.  Yes,  Madam  Chairman,  I  do  have;  as  a  matter  of 
fact,  one  of  the  offices  of  ADAMHA  has  in  draft  a  review  of  some  20 
studies  around  the  world.  The  title  is,  "The  Impact  of  A-D-M  Treat- 
ment on  Medical  Care  Expenditures;"  in  other  words,  mental  health 
services  and  mental  health  disorders. 

I  think  just  one  sentence  out  of  here  is  quite  appropriate: 

*  *  *  the  great  majority  of  the  studies  strongly  suggests  that  an  ADM  offset 
does  occur  at  least  in  situations  of  short-term  therapy  in  organized  care  settings. 

In  other  words,  if  there  is  appropriate  mental  health  care  available 
there  will  be  a  reduction  in  total  health  care  costs. 

This  kind  of  an  approach  for  appreciation  of  the  interactive  effect 
of  mental  health  upon  total  health  care  services  was  pioneered  in 
studies  by  Kaiser  in  northern  California  which,  incidentally,  devel- 
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oped  the  first  prepaid  mental  health  plan  in  the  country.  They  do 
have  18  years  of  followup  data  and  they  show  very  clearly  that  short- 
term  outpatient  mental  health  therapy  has  progressively  reduced 
total  doctor  visits,  the  use  of  laboratory  and  other  expensive  services, 
and  has  reduced  hospitalization. 

A  point  to  emphasize  about  that  program  is  that  the  backbone  of 
the  delivery  system  are  psychologists  who  number  more  than  100  of 
the  150  practitioners  in  that  program.  The  Federal  Government  itself, 
Congress,  has  put  in  cost-containment  language  under  the 
CHAMPUS  to  eliminate  the  services  or  supplies  that  are  not  medi- 
cally or  psychologically  necessary.  It  goes  on  to  elaborate  that 
further. 

Indeed,  through  the  cooperation  of  the  office  of  CHAMPUS  in 
Denver  I  was  able  to  obtain  a  printout  of  their  complete  mental 
health  services  utilization  for  several  years,  and  I  think  the  cost  of 
service  on  a  per  visit  as  well  as  conglomerate  basis  is  interesting.  We 
find,  for  example,  that  psychologists  provide  about  30  percent  of  the 
total  outpatient  psychotherapy  rendered  to  CHAMPUS  beneficiaries 
and  the  average  cost  of  their  visits,  visits  to  psychologists,  is  $1.55 
lower  than  the  cost  of  psychiatrists.  That  may  seem  minimal  but  if 
you  were  to  project  it  to  the  total  number  of  visits  that  I  understand 
are  in  this  program,  we  are  talking  about  a  difference  of  $1.2  million ; 
and,  conversely,  visits  to  attending  physicians;  that  is,  family  practi- 
tioners who  are  not  psychiatrically  trained,  their  average  cost  is 
higher  than  those  of  the  visiting  psychiatrists;  and  if  we  were  ro 
project  that  nationally,  it  would  augment  the  cost  $200,000,  so  this  is 
to  suggest  that  you  can  get  the  most  effective  treatment  at  less  cost. 

Ms.  Keys.  Thank  you. 

I  would  appreciate  it  if  you  would  submit  for  the  record  the  com- 
pilation of  the  20  different  studies  that  have  been  done.  I  personally 
would  like  to  see  the  material  and  I  am  sure  other  members  of  the 
subcommittee  would  as  well. 

|~Xote:  The  stud}^  in  question  was  not  available  in  final  form.  In- 
quiries may  be  directed  to  Kenneth  Jones  and  Thomas  R.  Visehi. 
AD  AMH  A-OPPE ,  Pvoom  12C-26,  Parklawn  Building,  5600  Fishers 
Lane,  Rockville,  Maryland  20857.1 

Ms.  Keys.  I  would  like  to  just  ask  Mr.  Downey  a  question : 

We  have  had  a  lot  of  interest  in  the  area  of  providing  services  for 
those  who  are  hearing  impaired.  There  is  such  a  large  range  of  ser- 
vices provided  by  audiologists.  Some  have  suggested  that  one  possi- 
bility would  be  to  narrow  the  coverage  to  just  that  involved  in  the 
prescription  and  fitting  of  a  hearing  aid.  What  I  wondered  is,  would 
it  be  possible  to  quantify  this  into  a  minimum  or  maximum  number 
of  visits,  and  would  it  be  feasible  to  set  some  kind  of  limit  on  the 
number  of  visits  for  such  hearing  impaired  to  be  covered  under 
medicare,  acting  within  constraints  of  the  budget  which  we  have  to 
face  ? 

Mr.  Downey.  I  think  certainly  that  is  one  of  the  questions  that  we 
are  proposing  HEW  should  assemble  a  commission  to  investigate. 
The  testing  and  fitting  aspects  of  providing  an  aid  have  received  a 
fair  amount  of  criticism  and  a  HEW  task  force  on  hearing  aids  said 
that  the  misevaluation  of  a  patient's  needs  and  the  subsequent  sale 
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of  the  device  which  is  ineffective  or  possibly  unsafe  for  its  intended 
use  are  major  problems  in  the  delivery  system. 

The  services  that  we  are  particularly  interested  in  go  beyond  the 
providing  of  an  aid  itself,  and  they  relate  to  a  number  of  services  to 
decrease  what  has  happened  in  the  hearing  aid  delivery  system,  which 
is  underuse  of  an  aid.  People  have  high  expectations  that  an  aid  will 
restore  their  normal  hearing  and  that  just  isn't  the  case;  so  you  have 
people  entering  the  system  with  very  high  expectations.  The  testing 
and  fitting  procedures  are  in  need  of  improvement  by  and  large;  and 
then  you  have  a  whole  range  of  additional  services  to  help  the  person 
use  their  residual  hearing,  to  learn  what  to  expect  with  a  hearing  aid 
and  how  to  hear  in  a  different  way  because  hearing  through  an  ampli- 
fied device  is  going  to  be  a  different  phenomenon  for  them. 

I  think  there  are  a  large  number  of  services  that  I  think  will  have 
to  tend  to  be  specifically  directed  for  each  individual  in  the  final 
analysis,  because  a  person's  hearing  loss  can  be  entirely  different  than 
another  person's  loss,  and  that  has  to  be  clone  on  an  individual  basis. 

Ms.  Keys.  What  would  be  the  minimum  number  of  visits  that 
could  be  projected  for  a  package  of  services? 

Mr.  Downey.  The  people  whom  I  have  talked  to  think  that  for 
most  of  the  people  for  whom  they  provide  these  services  at  present, 
8  to  10  hours  of  counseling  or  instruction  have  been  sufficient.  Other 
practitioners  believe  more  would  be  necessary;  but  I  think  probably 
maybe  10  to  12  hours  of  service  is  a  reasonable  expectation. 

[The  following  letter  was  subsequently  received :] 

American  Speech  and  Hearing  Association, 

Rockville,  Md.,  June  26,  1978. 

Hon.  Martha  Keys, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Ms.  Keys  :  It  was  a  pleasure  to  testify  before  you  last  Thursday  con- 
cerning Medicare  coverage  of  audiologic  rehabilitation  services  and  the  charge 
for  the  rendering  of  speech-language  pathology  services. 

In  regard  to  audiologic  rehabilitation,  I  would  like  to  respond  more  fully 
to  your  question  concerning  minimum  services  that  could  be  covered  by 
Medicare. 

The  initial  step  in  the  audiologic  rehabilitation  process  is  the  audiologic 
assessment.  This  assessment  is  quite  different  from  the  medical  diagnosis  of  the 
auditory  function  currently  covered  by  Medicare  at  present.  The  audiologic 
assessment  includes : 

(1)  Assessment  of  auditory  sensitivity  and  dynamic  range. 

(2)  Assessment  of  listening  behavior,  speech  perception,  sequencing  of  memory 
span  and  retrieval. 

(3)  Evaluation  of  phonologic,  morphologic,  syntactic,  and  semantic  language 
abilities,  and 

(4)  Gathering  of  functional  evidence  related  to  the  anatomic  site  of  pathology. 
This  is  followed  in  some  cases  by  the  hearing  aid  evaluation. 

Subsequent  to  this  assessment,  audiologists  develop  a  comprehensive  reha- 
bilitation plan,  including  selection  of  an  amplification  system,  development, 
remediation  or  conservation  of  receptive  and  expressive  language  abilities, 
counseling  of  client,  and  evaluation. 

Should  Medicare  cover  just  the  audiologic  assessment,  we  estimate  that  an 
average  of  four  hours  per  patient  would  be  required,  and  that  some  400,000 
Medicare  beneficiaries  would  avail  themselves  of  audiologic  services  a  year. 
While  the  cost  of  audiologic  assessment  will  vary,  an  estimated  charge  of  $35 
an  hour  would  not  be  misleading.  Thus,  initial  Medicare  coverage  of  audiologic 
assessment  would  cost  $4S  million  a  year. 
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The  American  Speech  and  Hearing  Association  believes  that  Medicare  cover- 
age of  andiologic  rehabilitation  is  long  overdue.  The  Committee  on  Ways  and 
Means  can  begin  by  providing  coverage  of  audiologic  assessment  now  and 
requiring  HEW  to  initiate  a  one-year  study  of  additional  audiologic  rehabilita- 
tion services. 

Your  attention  and  concern  to  the  problems  of  the  hearing-impaired  elderly  is 
greatly  appreciated. 
Yours  truly, 

Morgan  Downey, 
Director,  Governmental  Affairs  Division. 

Ms.  Keys.  I  thank  all  members  of  the  panel.  You  have  been  most 
helpful. 

I  believe  we  have  one  remaining  panel  today :  Jerrold  Hercenberg, 
deputy  director  for  government  affairs,  National  Council  of  Com- 
munity Mental  Health  Centers,  Inc.,  and  Sanford  F.  Brandt,  vice 
president  of  the  Mental  Health  Association. 

Gentlemen,  your  entire  testimony  will  be  accepted  into  the  record. 
If  you  care  to  summarize  it,  it  would  be  appreciated;  and,  Mr. 
Hercenberg,  you  may  begin. 

STATEMENT  OF  SANFORD  F.  BRANDT,  VICE  PRESIDENT, 
MENTAL  HEALTH  ASSOCIATION 

Mr.  Brandt.  Madam  Chairperson,  would  you  object  if  the  Mental 
Health  Association  proceeded?  Our  testimony  is  more  general  and 
his  ties  in  with  specific  parts  of  ours.  Would  that  be  all  right  ? 

Ms.  Keys.  It  would  be  perfectly  acceptable. 

Mr.  Brandt.  All  right.  Then  the  Mental  Health  Association  will 
go  first. 

I  am  Sanford  F.  Brandt  and  I  live  in  Norris,  Tenn.,  which  is  about 
5  miles  outside  of  John  Duncan's  district.  I  have  been  active  as  a 
volunteer  in  the  Mental  Health  Association  for  about  10  years  at  the 
local,  State,  and  National  levels.  I  am  a  past  president  of  the  Tennes- 
see Mental  Health  Association  and  currently  a  vice  president  of  the 
national  association.  I  am  testifying  today  on  behalf  of  both  organi- 
zations. My  testimony  will  describe  the  way  in  which  medicare  dis- 
criminates against  mentally  ill  persons  and  will  spell  out  the  legisla- 
tion recommended  by  the  Mental  Health  Association  to  end  that 
discrimination. 

Medicare  discriminates  against  the  mentally  ill  both  directly  and 
indirectly.  It  discriminates  directly  as  follows : 

In  part  A,  hospital  insurance,  section  1812(b)(3)  sets  a  lifetime 
limit  of  190  benefit  days  in  a  psychiatric  hospital.  There  is  no  life- 
time limit  of  190  benefit  days  in  a  psychiatric  hospital.  There  is  no 
lifetime  limit  on  time  in  other  hospitals. 

In  part  B,  supplemental  medical  insurance,  section  1833(c)  limits 
reimbursement  for  treatment  of  "mental,  psychoneurotic,  and  person- 
ality disorders"  to  50  percent  of  the  doctor  bills  and  related  costs, 
after  the  deductible. 

In  addition,  section  1833(c)  places  an  annual  ceiling  of  $250  on 
reimbursement  for  outpatient  treatment  of  mental  illness.  No  annual 
ceiling  is  placed  on  reimbursement  for  treatment  of  any  other  illness. 

The  indirect  discrimination  lies  in  the  fact  that  the  Medicare  Act- 
does  not  recognize  community  mental  health  centers  as  primary 
providers  of  health  care. 
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Medicare  and  the  community  mental  health  centers  program  are 
both  creatures  of  the  Congress  of  the  United  States;  in  fact,  both 
were  born  in  the  same  year,  1965.  Although  construction  grants  for 
centers  had  been  authorized  in  1963,  it  was  in  1965,  the  year  of  medi- 
care, that  Congress  authorized  the  heart  of  the  program — Federal 
matching  grants  for  operation  of  centers. 

Notwithstanding  the  fact  that  both  programs  were  started  at  the 
same  time  and  notwithstanding  the  fact  that  both  are  aimed  at 
providing  better  health  care  for  America,  the  two  programs — medi- 
care and  community  mental  health — are  not  integrated.  Although 
medicare  subscribers  who  are  treated  by  physicians  in  mental  health 
centers  may  be  reimbursed,  treatment  by  other  mental  health  pro- 
fessionals and  other  service  offered  by  the  center,  in  fact,  the  centers 
themselves,  are  usually  not  recognized  under  medicare. 

RECOMMENDED  LEGISLATION 

To  overcome  this  discrimination,  the  Mental  Health  Association 
recommends  the  following  amendments  to  title  XVIII  of  the  Social 
Security  Act  : 

One.  Repeal  section  1812(b).  This  is  the  section  under  part  A  that 
places  a  lifetime  limit  of  190  days  of  coverage  in  a  psychiatric  hospi- 
tal. Patients  in  psychiatric  hospitals  would  thus  be  entitled  to  the 
same  coverage  as  patients  in  other  medicare-eligible  hospitals. 

Two.  Amend  section  1833(c),  relating  to  part  B,  to  eliminate  the 
differential  between  reimbursement  rates  for  physical  illness — 80 
percent — and  mental  illness — 50  percent. 

Three.  Further  amend  section  1833(c)  to  strike  the  formula  under 
which  maximum  annual  reimbursement  in  the  case  of  mental  illness 
is  only  $250  and  substitute  in  its  place  a  flat  annual  ceiling  of  $750. 
That  $750  is  the  amount  that  is  recommended  by  the  President's 
Commission  on  Mental  Health. 

Four.  Amend  section  1832(a)  by  adding  to  the  list  of  services  for 
which  reimbursement  will  be  provided  under  part  B,  "outpatient 
services  provided  by  a  qualified  community  mental  health  center." 

Precedent  for  this  exists  in  Public  Law  95-250  enacted  last  year  by 
Congress  at  the  initiative  of  this  subcommittee  to  grant  provider 
status  to  rural  health  clinics. 

The  terms  "outpatient  services"  and  "qualified  community  mental 
health  center"  either  could  be  defined  in  detail  in  the  law — as  was 
done  with  respect  to  rural  health  clinics — or  the  definition  could  be 
incorporated  by  reference  to  the  Community  Mental  Health  Centers 
Act,  which,  as  amended  by  Public  Law  94-63  in  1975,  lays  down  very 
strict  requirements  which  a  center  must  meet  in  order  to  qualify  for 
Federal  assistance. 

The  amendment  of  1975  specified  the  services  to  be  provided  and 
the  conditions  which  the  center  must  meet  to  receive  Federal  as- 
sistance. There  are  some  centers  which  substantially  meet  those  re- 
quirements and  are  not  actually  getting  Federal  assistance,  so  rather 
than  rule  them  out,  we  would  prefer  to  see  the  language  read,  "would 
substantially  meet  the  requirements  within  the  discretion  or  at  the 
judgment  of  the  Secretary  of  Health,  Education,  and  Welfare." 

In  that  way  we  could  include  centers  which,  while  not  getting 
Federal  grants,  meet  all  the  requirements. 
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I  should  note  that  the  President's  Commission  on  Mental  Health, 
in  its  final  report  released  April  27,  makes  these  identical 
recommendations. 

Madam  Chairperson,  much  of  what  I  have  testified  to  here  today — 
and  have  testified  on  before  this  same  subcommittee  when  it  met  in 
Knoxville,  Tenn.,  several  years  ago  and  before  the  House  Select  Com- 
mittee on  Aging,  as  well — is  well  covered  in  the  report  of  the  Presi- 
dent's Commission  on  Mental  Health. 

If  the  subcommittee  is  agreeable,  I  would  like  to  conclude  my 
presentation  by  inserting  in  the  record  two  extracts  from  that  Com- 
mission's report.  The  first  is  an  extract  from  pages  30-31  of  the  final 
report.  The  second  is  from  the  Task  Force  on  Cost  and  Financing 
that  appears  on  pages  516  and  518. 

Thank  you  very  much  for  hearing  me.  I  should  be  glad  to  try  and 
answer  any  questions. 

[The  information  follows:] 

Exhibit  1. — Mental  Health  Association 
extract  from  final  report  of  the  president's  commission  on  mental  health 

Medicare 

When  Medicare  was  enacted  in  1965,  it  was  modeled  after  the  best  private 
health  insurance  programs  of  the  time  and  intended  to  be  an  exemplar  for 
progressive  public  financing  of  health  care.  Over  the  past  decade,  however,  no 
significant  changes  have  been  made  in  the  program.  It  has  not  kept  up  with 
advances  in  the  delivery  of  services  or  with  advances  made  by  private  insurance 
programs  in  financing  health  care.  While  Medicare  may  have  been  intended  to 
mirror  the  most  progressive  private  insurance  programs  of  the  1960's,  those  who 
see  it  as  a  model  for  national  health  insurance  should  look  more  critically. 

Nowhere  are  the  deficiencies  of  the  Medicare  program  more  apparent  than  in 
the  area  of  financing  mental  health  care.  The  program  has  set  an  unfortunate 
precedent  in  public  financing  efforts  for  the  discriminatory  treatment  of  people 
with  mental  disability.  For  example,  inpatient  care  in  psychiatric  hospitals  is 
limited  to  190  days  over  a  person's  entire  life  span.  In  contrast,  limitations  for 
inpatient  care  in  general  hospitals  are  framed  in  terms  of  each  episode  of  ill- 
ness. Not  only  is  there  a  60  day  lifetime  reserve,  but  a  person  is  eligible  for  90 
days  of  coverage  for  each  episode  of  illness,  regardless  of  how  many  times  the 
person  becomes  ill. 

Further,  organized  mental  health  care  systems  cannot  qualify  as  providers  of 
outpatient  services  under  Medicare  unless  operated  by  a  general  hospital,  while 
physician-directed  health  care  clinics  such  as  neighborhood  health  centers  can. 
In  addition,  a  patient  with  physical  illness  pays  20  percent  of  the  bill  for  out- 
patient care,  but  the  same  patient  with  a  mental  illness  must  pay  50  percent  of 
the  bill  up  to  $500  and  100  percent  thereafter. 

As  restrictive  as  the  original  Medicare  legislation  was  in  regard  to  financing 
ambulatory  mental  health  treatment,  inflation  has  further  reduced  the  coverage 
endorsed  by  Congress.  Since  1965,  charges  for  psychiatric  office  visits  have  in- 
creased by  almost  70  percent.  With  no  corresponding  increase  in  the  maximum 
outpatient  benefit,  today's  elderly  are  reimbursed  for  less  than  half  of  the  serv- 
ices they  would  have  been  able  to  receive  a  decade  ago.  As  a  result  of  these 
restrictions,  often  the  only  option  for  diagnosing  the  problems  of  or  treating 
the  elderly  with  mental  disability  is  to  hospitalize  them. 

If  we  are  to  reduce  the  financial  barriers  to  mental  health  services  for  the 
elderly,  the  discriminatory  treatment  of  mental  health  services  under  the  provi- 
sions of  Medicare  must  be  eliminated.  The  Commission  recommends : 

Amending  current  Medicare  legislation  so  that : 

(a)  community  mental  health  centers  and  other  organized  systems  of  commu- 
nity mental  health  care  be  given  provider  status ; 

(b)  the  allowable  reimbursement  for  the  outpatient  treatment  of  mental  con- 
ditions be  increased  to  at  least  $750  in  any  calendar  year ; 

(c)  the  beneficiary  coinsurance  be  reduced  from  50  percent  to  20  percent  to 
conform  to  Medicare  coinsurance  requirements  for  physical  illness ; 
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(d)  coverage  for  inpatient  care  of  psychiatric  disorders  in  acute  care  settings 
be  extended  so  it  is  equivalent  to  that  provided  for  physical  illness ;  and 

(e)  two  days  of  partial  hospitalization  be  allowed  for  each  day  of  inpatient 
care. 

Exhibit  2. — Mental  Health  Association 
extract  from  final  report  of  the  president's  commission  on  mental  health 
Medicare  and  mental  health  services 

One-third  of  the  elderly  are  below  or  hover  at  the  poverty  line  (U.S.  Senate 
Special  Committee  on  Aging  1977 ) .  The  average  single  older  person  has  approxi- 
mately $75.00  a  week  on  which  to  live  (Butler  and  Lewis  1977).  For  these 
reasons,  expansion  of  ambulatory  mental  health  benefits  must  include  a  financ- 
ing mechanism  which  enables  the  elderly  to  afford  available  services.  Passage 
of  the  Medicare  Program  in  1965  was  intended  to  alleviate  much  of  the  financial 
burden  of  the  elderly  seeking  health  care.  However,  Medicare  legislation  also 
established  an  unfortunate  precedent  for  discriminatory  treatment  of  mental 
health  care. 

Title  XVIII  of  the  Social  Security  Act — Health  Insurance  for  the  Aged — 
became  effective  on  July  1,  1966,  and  was  expanded  in  1972  to  Health  Insurance 
for  the  Aged  and  Disabled.  Title  XVIII,  the  Medicare  Program,  consists  of  two 
separate  but  coordinated  programs:  Part  A  Hospital  Insurance  (HI)  and  Part 
B  Supplemental  Medical  Insurance  (SMI)  (DHEW/Social  Security  Administra- 
tion 1974,  p.  12).  Part  A  is  available  to  all  those  over  age  65  as  well  as  some 
eligible  disabled  persons  under  age  65.  In  1975,  25  million  aged  and  disabled 
persons  were  covered  by  Part  A  Hospital  Insurance  (DHEW/Social  Security 
Administration/Office  of  Program  Policy  and  Planning  1977).  Coverage  of  in- 
patient psychiatric  hospital  services  under  HI  is  limited  to  190  days  during  a 
person's  lifetime  in  addition  to  restrictions  applicable  to  all  hospital  care  under 
the  Medicare  Program. 

All  persons  entitled  to  coverage  under  Part  A  (HI)  are  eligible  to  enroll  in 
the  SMI  program  on  a  voluntary  basis  by  paying  a  monthly  premium,  currently 
$7.70.  Part  B  coverage  includes  a  variety  of  medical  services  and  supplies 
furnished  in  connection  with  physicians'  services,  outpatient  hospital  services, 
and  home  health  services  after  a  deductible  of  $60.00  has  been  met.  In  general 
Part  B  reimbursement  is  80  percent  of  reasonable  charges ;  however,  reimburse- 
ment for  medical  care  of  a  patient  with  mental  illness  on  an  outpatient  basis 
cannot  exceed  50  percent  of  the  charges  or  $250  in  each  calendar  year,  which- 
ever is  less.  The  arbitrary  50-percent  coinsurance  rate  and  $250  maximum 
reimbursement  ignore  the  fact  that  mental  illness  is  often  acute  and  that  the 
patient  benefits  from  prompt  treatment.  If  intervention  for  mental  illness  is  not 
prompt,  it,  like  physical  disease,  can  become  chronic  and  more  difficult  (and 
expensive)  to  treat. 

The  reimbursement  limitation  does  not  apply  when  the  physician  renders 
medical  or  psychiatric  care  to  a  mentally  ill  beneficiary  who  is  an  inpatient  of 
a  hospital  (DHEW/Social  Security  Administration  1971).  The  discriminatory 
financing  for  ambulatory  mental  health  services  provides  incentive  to  seek  hos- 
pitalization and  to  use  general  physician  services  not  designed  for  treatment  of 
mental  disorders.  Current  Medicare  restrictions  often  reward  inappropriate 
service  for  mental  and  emotional  distress.  The  limitation  "not  only  affords  in- 
adequate coverage  but  promotes  hospitalization  rather  than  care  in  the  commu- 
nity, often  contrary  to  sound  psychiatric  practice"  (Committee  on  Aging  1970). 

NIMH's  Center  for  Studies  of  the  Mental  Health  of  the  Aging  recently  stated 
that  "whereas  the  elderly  are  underserved  at  outpatient  clinics,  a  staggering 
30  percent  of  public  mental  hospital  patients  are  over  65.  This  is  in  part  due 
to  skewed  Medicare  coverage,  where  outpatient  reimbursement  for  mental  health 
care  is  severely  restricted,  thereby  forcing  a  number  of  otherwise  unnecessary 
hospitalizations"  (Cohen,  G.  1977).  As  restrictive  as  the  original  Medicare 
legislation  was  with  regard  to  financing  ambulatory  mental  health  treatment, 
the  current  situation  is  even  worse.  Since  its  enactment  in  1965,  the  portion  of 
the  Medicare  Act  restricting  outpatient  mental  health  coverage  has  never  been 
re-revised.  Soaring  inflation  within  the  health  care  system  has,  in  effect,  further 
reduced  the  limited  coverage  originally  endorsed  by  Congress.  Since  1965, 
charges  for  psychiatric  office  visits  have  increased  by  68  percent  (DHEW/Health 
Care  Financing  Administration/Office  of  Policy,  Planning,  and  Research  1977). 
With  no  corresponding  increase  in  the  $250  maximum,  today's  elderly  are  reim- 
bursed for  less  than  half  of  the  services  they  would  have  been  able  to  receive 
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a  decade  ago.  It  is  noteworthy  that  in  the  same  time  span,  the  monthly  premium 
for  Supplemental  Medical  Insurance  (Part  B)  has  been  revised  eight  times  and 
more  than  doubled  (from  $36.00  to  $92.40  per  year)  and  is  scheduled  to  be 
increased  again  in  July  1978. 

At  present  utilization  rates,  in  1979  an  estimated  285,000  beneficiaries  will 
use  some  mental  health  services  under  Part  B.  In  1975,  Medicare  reimbursement 
for  all  mental  health  treatment  (both  Parts  A  and  B)  was  $241  million.  Part  B 
reimbursement  for  mental  conditions  was  less  than  1  percent  of  the  total  SMI 
reimbursement;  Part  A  was  approximately  2  percent  of  the  HI  total  (DHEW/ 
Health  Care  Financing  Administration/Office  of  Policy,  Planning,  and  Research 
1977). 

The  discriminatory  treatment  of  mental  health  services  under  the  provisions 
of  Medicare  must  be  eliminated  in  order  to  reduce  the  financial  barrier  to  mental 
health  services.  Without  losing  sight  of  the  ultimate  goal  of  removing  all  reim- 
bursement discrimination  with  regard  to  mental  health  care  in  the  Medicare 
law,  the  panel  recognizes  that  an  acceptable  short-range  alternative  is  reduc- 
tion of  the  beneficiary  coinsurance  from  50  percent  to  20  percent — in  line  with 
standard  Medicare  coverage — and  increase  of  the  maximum  allowable  reim- 
bursement for  mental  conditions  to  $750  in  any  calendar  year. 

Official  DHEW  cost  estimates  for  1979  for  mental  health  services  show 
anticipated  expenditures  of  $19  million  under  present  Part  B  restrictions  and 
an  additional  $18  million  cost  if  the  coinsurance  were  reduced  and  the  maxi- 
mum tripled  (DHEW/ Social  Security  Administration/Office  of  the  Actuary 
1977).  However,  these  estimates  do  not  include  estimates  for  anticipated  off- 
setting reduced  hospital  expenditures  commensurate  with  a  more  realistic  and 
more  liberal  ambulatory  mental  health  benefit.  Nor  do  the  estimates  take  into 
account  substitutions  of  mental  health  services  for  existing  physician  services. 

A  5-year  cost  projection  for  implementing  this  option  follows  (DHEW/Social 
Security  Administration/Office  of  the  Actuary  1977).  The  panel  feels  that  dis- 
criminatory language  in  the  law  must  be  removed  within  the  next  5  years,  as  it 
is  unlikely  that  a  $750  maximum  reimbursement  in  1983  will  be  any  more 
realistic  than  $250  is  today. 

[In  millions  of  dollars] 


Additional  to 
reduce  coinsur- 
ance to  20  pctj 
Under  present        and  increase 
law  maximum  to  $750 


1979   $19  $18 

1980   22  22 

1981   26  26 

1982   31  32 

1983   38  8 


The  panel  again  cautions  that  the  additional  cost  to  cover  the  short-term 
option  is  not  discounted  by  the  savings  to  be  realized  from  anticipated  lower 
hospitalization  expenditures  or  the  substitution  for  existing  Part  B  expenditures. 

Other  considerations  regarding  Medicare  deserving  further  consideration  are : 

1.  Enact  legislation  to  permit  the  participation  of  community  mental  health 
centers  in  Medicare. 

2.  Enact  legislation  to  eliminate  all  discriminatory  limitations  under  Parts  A 
and  B  on  mental  health  services  and  reimbursement. 

3.  Provide  for  the  substitution  by  a  Medicare  patient  of  2  days  of  partial  hos- 
pitalization for  each  inpatient  hospital  day  under  Part  A. 

4.  Enact  legislation  to  remove  the  100-visit  limit  from  home  health  care  and 
expand  the  definition  to  include  home  care  support  services. 

STATEMENT  OF  JERR0LD  HERCENBERG,  DEPUTY  DIRECTOR, 
NATIONAL  COUNCIL  OF  COMMUNITY  MENTAL  HEALTH  CENTERS 

Mr.  Hercenberg.  My  name  is  Jerrold  Hercenberg.  I  am  the  deputy 
director  for  government  affairs  at  the  National  Council  of  Commu- 
nity Mental  Health  Centers. 
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The  national  council  Represents  some  657  community  mental  health 
agencies.  We  have  appeared  before  you  several  times  in  the  past  and 
continue  to  support  your  efforts  to  correct  deficiencies  in  medicare 
law  regarding  provider  status  for  community  mental  health  centers 
and  benefit  coverage  for  services  to  the  mentally  ill. 

Under  the  current  medicare  law,  the  Federal  Government  has  con- 
tinued to  allow  ,a  system  of  neglect  and  omission  to  the  elderly  men- 
tally ill.  Although  numerous  mental  health  experts  agree  that  the 
elderly  suffer  higher  rates  of  emotional  and  mental  problems,  the  Fed- 
eral Government  allows  wide-scale  transfer  of  aged  populations  from 
mental  institutions  to  other  institutional  care,  preferring  to  finance 
inpatient  rather  than  outpatient  services. 

This  committee  will  hear  many  reasons  for  the  failure  of  the 
mentally  ill  to  fully  utilize  mental  health  services — inaccessibility  to 
centers,  lack  of  mobility,  negative  attitudes  of  the  elderly  clients, 
even  negative  attitudes  by  mental  health  professionals  and 
practitioners. 

No  one  disputes  the  need  to  respond  to  the  emotional  and  mental 
problems  of  the  elderly,  yet  the  most  important  reason  for  insuffi- 
cient delivery  in  this  instance  is  lack  of  resources. 

Models  of  successful  community  geriatric  treatment  programs 
point  to  comprehensive  mental  health  services  which  are  accessible, 
responsive  to  medical,  psychiatric,  and  socioeconomic  needs  of  the 
elderly,  and  provide  continuity  of  care  and  followthrough  to  all  el- 
derly in  the  system. 

The  inadequacy  of  Federal  funding  authorities  for  mental  health 
services  inhibits  development  of  such  systems  of  care.  This  was 
demonstrated  by  the  40-percent  decrease  in  numbers  of  aged  patients 
in  State  and  county  mental  hospitals  during  the  early  1970's,  while 
the  nursing  home  population  more  than  doubled.  Thus  nursing  homes, 
which  are  staffed  by  a  few  number  of  mental  health  professionals, 
comprise  $4.2  billion  of  the  $14.5  billion  spent  annually  on  the  men- 
tally ill. 

Medicare's  inadequate  funding  policy  is  also  demonstrated  in  the 
way  it  emphasizes  inpatient  treatment.  In  1975,  76  percent  of  the 
admissions  of  elderly  populations  under  medicare  was  through  inpa- 
tient forms  of  care.  NIMH  data  show  that  when  inpatient  services 
are  rendered  to  the  elderly,  85  percent  of  the  cases  rely  on  medicare 
as  the  primary  source  of  payment.  In  contrast,  when  elderly  outpa- 
tient services  are  provided,  medicare  funds  service  only  30  percent 
of  the  cases. 

Nevertheless,  some  community-based  models  of  care  have  begun  to 
surface  which  demonstrate  positive  results : 

In  San  Francisco,  geriatric  hospital  commitments  dropped  from 
500  per  year  to  only  3  following  startup  of  an  elderly  screening  and 
comprehensive  community  support  program.  In  this  program,  44  per- 
cent of  the  elderly  patients  were  maintained  in  their  homes. 

Similarly,  in  Harris  County,  Tex.,  the  length  of  hospital  stays  was 
halved  over  a  period  of  4  years  when  outreach  efforts  targeted  to 
aiding  the  elderly  were  successful. 

A  number  of  community  mental  health  centers  have  taken  advan- 
tage of  these  models  of  care.  CMHC's,  in  general,  have  expanded 
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services  per  catchment  area  over  the  past  9  years,  so  that  today  the 
average  community  mental  health  center  has  increased  the  number  of 
clients  served  by  over  1.000  percent. 

Community  mental  health  centers  were  devised  primarily  to  bring 
comprehensive  mental  health  services  into  the  community,  to  provide 
a  more  appropriate  alternative  to  State  mental  institutions  for  those 
unable  to  meet  the  costs  of  care ;  however,  community  mental  health 
centers  have  the  capacity  to  substantially  change  the  system  for 
delivering  health  services. 

CMHC's  emphasize  outpatient  services,  with  78.3  percent  of  pa- 
tient care  episodes  provided  on  an  outpatient  basis,  compared  to  15.3 
percent  inpatient  care  and  6.4  percent  partial  hospitalization.  In 
other  mental  health  facilities,  inpatient  services,  as  a  percentage  of 
all  patient  care  episodes,  represent  a  much  greater  proportion  of 
services — 10  percent.  Even  for  those  patients  hospitalized  in  CMHC's, 
stays  are  kept  to  a  minimum — on  average.  IT  days. 

CMHC's  have  developed  extensive  outreach  programs  to  insure 
that  all  individuals  in  the  catchment  area  who  have  need  of  services 
are  both  aware  of  their  availability  and  encouraged  to  seek  assistance. 

Thus  a  community  mental  health  center  is  designed  to  make  sub- 
stantial impact  on  some  of  the  most  difficult  and  pervasive  problems 
in  health  delivery,  such  as :  Accessibility,  both  in  terms  of  geographv 
and  socioeconomic  factors;  emphasis  on  preventive  care  and  health 
education;  emphasis  on  ambulatory  care  and  other  innovative  alter- 
natives to  expensive,  24-hour-a-day  inpatient  services  where  these 
services  are  not  in  the  best  interests  of  the  patient :  utilization  of  all 
mental  health  professionals  and  paraprofessionals  in  mental  health 
teams:  and  elimination  of  costly  duplication  of  services  to  the  extent 
feasible. 

Yet  while  CMHC's  are  working  toward  high  priority  goals  of 
Federal  health  planners,  they  are  caught  in  a  financial  bind  due  to 
the  lack  of  coordination  between  the  Federal  categorical  aid  program, 
the  CMHC  Act  and  third-party  funding  under  medicaid  and 
medicare. 

Established  on  the  basis  of  declining  Federal  categorical  support* 
section  106(c)  (i)  of  Public  Law  91-63— the  CMHC  Act  of  1975— 
requires  a  community  mental  health  center  to : 

*  *  *  develop  a  plan  for  adequate  financial  support  to  be  available,  *  *  *  from 
Federal  sources  (other  than  this  part)  and  non-Federal  sources  *  *  *  so  that  the 
center  will  be  able  to  continue  to  provide  comprehensive  mental  health  services 
when  financial  assistance  *  *  *  is  reduced  or  terminated 

and  to 

*  *  *  make  every  reasonable  effort  to  collect  appropriate  reimbursement  for  its 
costs  in  providing  health  services  to  persons  who  are  entitled  to  insurance  bene- 
fits under  title  XVIII  of  the  Social  Security  Act,  to  medical  assistance  under 
a  State  plan  approved  under  title  XIX  of  such  act,  or  to  assistance  for  medical 
expenses  under  any  other  public  assistance  program  or  private  health  insurance 
program. 

Ironically,  in  1976.  only  2.3  percent  of  all  financing  to  community 
mental  health  centers  derived  from  medicare.  Estimates  for  1977  and 
1978  show  no  increase  because  most  community  mental  health  centers 
are  excluded  as  providers  from  full  participation  in  the  medicare 
program.  Although  15  percent  of  the  CMHC's  are  operated  by  hospi- 


349 


tals,  62  percent  must  rely  on  provider  affiliation  agreements  with 
hospitals — which  do  not  reimburse  fully  for  services — and  the  re- 
mainder operate  as  freestanding  clinics. 

All  three  types  of  CMHC's  operate  essentially  the  same  kind  of 
service  but  are  reimbursed  differently  because  of  status  as  providers. 
CMHC's  not  hospital  based  have  extreme  difficulty  and  in  some  cir- 
cumstances are  barred  from  reimbursement  for  services  which  are 
fully  reimbursed  in  hospital-operated  CMHC's. 

Further,  even  hospital-based  CMHC's  with  full  provider  status  are 
sometimes  reluctant  to  participate  in  programs  where  the  service 
population  has  an  average  weekly  income  of  $75 — hardly  enough  to 
absorb  the  50-percent  copayment  requirements  for  psychiatric  serv- 
ices— and  where  reimbursement  for  outpatient  services  is  limited  to 
$250,  certainly  not  enough  to  cover  sufficient  visits  for  the  average 
patient. 

The  National  Council  has  prepared  a  detailed  list  of  amendments 
previously  supported  in  this  subcommittee  and  approved  by  the 
House  of  Representatives.  We  feel  the  advantages  of  these  amend- 
ments will  be:  (1)  To  establish  a  new  provider  class  for  CMHC's 
through  which  the  Government  could  provide  services  at  reduced 
costs  for  patients  who  otherwise  would  use  the  inpatient  care,  as 
opposed  to  outpatient  and  partial  hospitalization  services;  (2)  to 
increase  uniformity  of  mental  health  care  delivery  according  to  na- 
tional guidelines  prescribed  by  the  Secretary  of  Health,  Education, 
and  Welfare;  and  (3)  to  provide  equitable  treatment  of  care  to  men- 
tally ill,  disabled,  and  elderly  as  to  those  who  are  physically  ill,  so 
that  the  least  restrictive  care  can  be  available. 

These  recommendations  are  supported  by  the  report  of  the  Presi- 
dent's Commission  on  Mental  Health.  We  recognize  this  subcommit- 
tee has  limited  the  scope  of  the  current  medicare  improvements 
efforts  and  would  be  pleased  to  answer  questions  you  may  have  on  our 
proposed  amendments. 

[The  prepared  statement  follows :] 

Statement  of  Jerrold  J.  Hercenberg,  Deputy  Director  for  Government  Af- 
fairs, National  Council  of  Community  Mental  Health  Centers,  Inc. 

Mr.  Chairman  and  members  of  the  House  Subcommittee  on  Health.  My  name 
is  Jerrold  Hercenberg.  I  am  the  Deputy  Director  for  Government  Affairs  at  the 
National  Council  of  Community  Mental  Health  Centers. 

The  National  Council  represents  some  657  community  mental  health  agencies. 
"We  have  appeared  before  you  several  times  in  the  past  and  continue  to  support 
your  efforts  to  correct  deficiencies  in  Medicare  law  regarding  provider  status 
for  community  mental  health  centers  and  benefit  coverage  for  services  to  the 
mentally  ill. 

Under  the  current  Medicare  law,  the  Federal  Government  has  continued  to 
allow  a  system  of  neglect  and  omission  to  the  elderly  mentally  ill.  Although 
numerous  mental  health  experts  agree  that  the  elderly  suffer  higher  rates  of 
emotional  and  mental  problems,  the  Federal  Government  allows  wide-scale 
transfer  of  aged  populations  from  mental  institutions  to  other  institutional 
care,  preferring  to  finance  inpatient  rather  than  outpatient  services. 

This  Committee  will  hear  many  reasons  for  the  failure  of  the  mentally  ill  to 
fully  utilize  mental  health  services — inaccessibility  to  centers,  lack  of  mobility, 
negative  attitudes  of  the  elderly  clients,  even  negative  attitudes  by  mental 
health  professionals  and  practitioners. 

No  one  disputes  the  need  to  respond  to  the  emotional  and  mental  problems  of 
the  elderly.  Yet  the  most  important  reason  for  insufficient  delivery  is  lack  of 
resources. 
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Models  of  successful  geriatric  treatment  programs  point  to  comprehensive 
mental  health  services  which  are  accessible,  responsive  to  medical,  psychiatric, 
and  socio-economic  needs  of  the  elderly,  and  provide  continuity  of  care  and 
follow-through  to  all  elderly  in  the  system. 

The  inadequacy  of  Federal  funding  authorities  for  mental  health  services 
inhibits  development  of  such  systems  of  care.  This  was  demonstrated  by  the 
40%  decrease  in  numbers  of  aged  patients  in  state  and  county  mental  hospitals 
during  the  early  1970's,  while  the  nursing  home  population  more  than  doubled. 
Thus,  nursing  homes,  wilich  are  staffed  by  a  few  number  of  mental  health  pro- 
fessionals, comprise  $4.2  billion  of  the  $14.5  billion  spent  annually  on  the 
mentally  ill. 

Medicare's  inadequate  funding  policy  is  also  demonstrated  in  the  way  it 
emphasizes  inpatient  treatment.  In  1975,  76%  of  the  admissions  of  elderly  popu- 
lations under  Medicare  was  through  inpatient  forms  of  care.  NIMH  data  shows 
that  wiien  inpatient  services  are  rendered  to  the  elderly,  85%  of  the  cases  rely 
on  Medicare  as  the  primary  source  of  payment.  In  contrast,  when  elderly  out- 
patient services  are  provided,  Medicare  funds  service  only  30%  of  the  cases. 

Nevertheless,  some  community-based  models  of  care  have  begun  to  surface 
wThich  demonstrate  positive  results. 

In  San  Francisco,  geriatric  hospital  commitments  dropped  from  500  per  year 
to  only  three  following  start-up  of  an  elderly  screening  and  comprehensive 
community  support  program.  In  this  program,  forty  four  percent  of  the  elderly 
patients  were  maintained  in  their  homes. 

Similarly,  in  Harris  County,  Texas,  the  length  of  hospital  stays  wTas  halved 
over  a  period  of  four  years  when  outreach  efforts  targeted  to  aiding  the  elderly 
were  successful. 

A  number  of  community  mental  health  centers  have  taken  advantages  of  these 
models  of  care.  CMHCs,  in  general,  have  expanded  services  per  catchment  area 
over  the  past  nine  years,  so  that  today  the  average  community  mental  health 
center  has  increased  the  number  of  clients  served  by  over  1,000  percent. 

Community  mental  health  centers  were  devised  primarily  to  bring  compre- 
hensive mental  health  services  into  the  community — to  provide  a  more  appro- 
priate alternative  to  state  mental  institutions  for  those  unable  to  meet  the 
costs  of  care.  However,  community  mental  health  centers,  along  wTith  other 
federally  initiated  programs  such  as  neighborhood  health  centers  and  health 
maintenance  organizations,  have  the  capacity  to  substantially  change  the  system 
for  delivering  health  services. 

For  instance,  community  mental  health  centers  represent  a  complete  system 
of  care  for  the  mentally  ill  in  the  community.  Each  CMHC  serves  a  specifically 
defined  geographic  area,  termed  catchment  area,  and  provides  a  full  range  of 
services  to  all  residents  in  that  area  including  preventive  services,  early  inter- 
vention and  emergency  services,  an  appropriate  range  of  outpatient  and  other 
ambulatory  care  programs,  partial  hospitalization  (day  care  and  night  care), 
half-wTay  houses  where  appropriate,  and  24-hour  inpatient  services.  In  addition, 
each  federally-funded  center  is  required  under  the  1975  CMHC  Act  to  provide 
a  comprehensive  program  for  mental  health  of  children  and  of  the  elderly,  two 
groups  which  have  traditionally  been  underserved  by  the  centers  as  well  as  by 
other  mental  health  programs. 

CMHCs  emphasize  outpatient  services,  with  78.3  percent  of  patient  care 
episodes  provided  on  an  outpatient  basis,  compared  to  15.3  percent  inpatient  care 
and  6.4  percent  partial  hospitalization. 

In  other  mental  health  facilities,  inpatient  services,  as  a  percentage  of  all 
patient  care  episodes,  represent  a  much  greater  proportion  of  services  (40%). 
Even  for  those  patients  hospitalized  in  CMHCs,  stays  are  kept  to  a  minimum 
(on  average,  17  days). 

CMHCs  are  also  required  by  law  to  ensure  that  all  services  are  coordinated 
with  the  provision  of  other  mental  health,  health,  and  social  services  in  the 
community.  In  planning  CMHC  services,  agencies  are  required  to  review  all 
existing  services  in  the  area,  coordinate  them  to  the  maximum  feasible  extent 
into  one  program,  fill  in  the  gaps  in  services  in  the  catchment  area,  and  attempt 
to  eliminate  unnecessary  duplication.  CMHCs  have  developed  extensive  out- 
reach programs  to  ensure  that  all  individuals  in  the  catchment  area  who  have 
need  of  services  are  both  aware  of  their  availability  and  encouraged  to  seek 
assistance. 

The  Centers'  preventive  programs,  consultation  and  education,  include  a  wide 
range  of  indirect  services  which  also  help  to  establish  an  effective  system  of 
mental  health  care.  Through  C&E,  the  Centers  reach  into  the  schools,  health 
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agencies,  law  and  correction  agencies,  welfare  departments,  etc.,  to  educate 
personnel  in  these  agencies  about  the  services  of  the  Center  and  mental  health 
issues  in  general  so  that  appropriate  individuals  are  referred  to  the  Center 
for  care. 

Thus,  a  community  mental  health  center,  as  defined  by  Federal  law,  is  far 
more  than  simply  another  isolated  Federal  health  program.  The  program  is 
designed  to  make  substantial  impact  on  some  of  the  most  difficult  and  pervasive 
problems  in  health  delivery,  such  as : 

accessibility — both  in  terms  of  geography  and  socio-economic  factors 

emphasis  on  preventive  care  and  health  education 

emphasis  on  ambulatory  care  and  other  innovative  alternatives  to  expensive 
24-hour  a  day  inpatient  services  where  these  services  are  not  in  the  best  inter- 
ests of  the  patient 

utilization  of  all  mental  health  professionals  and  paraprofessionals  in  mental 
health  teams 

elimination  of  costly  duplication  of  services  to  the  extent  feasible. 

Yet  while  CMHCs  are  working  toward  high  priority  goals  of  Federal  health 
planners,  they  are  caught  in  a  financial  bind  due  to  the  lack  of  coordination 
between  the  Federal  categorical  aid  program,  the  CMHC  Act,  and  third-party 
funding  under  Medicaid  and  Medicare. 

Established  on  the  basis  of  declining  Federal  categorical  support,  Section 
206(c)  (i)  of  PL  94-63  (the  CMHC  Act  of  1975)  requires  a  community  mental 
health  center  to : 

".  .  .  develop  a  plan  for  adequate  financial  support  to  be  available,  .  .  .  from 
Federal  sources  (other  than  this  part)  and  non-Federal  sources  ...  so  that  the 
Center  will  be  able  to  continue  to  provide  comprehensive  mental  health  services 
when  financial  assisistance  ...  is  reduced  or  terminated." 

and  to  ".  .  .  make  every  reasonable  effort  to  collect  appropriate  reimbursement 
for  its  costs  in  providing  health  services  to  persons  who  are  entitled  to  insurance 
benefits  under  Title  XVIII  of  the  Social  Security  Act,  to  medical  assistance 
under  a  State  plan  approved  under  Title  XIX  of  such  Act,  or  to  assistance  for 
medical  expenses  under  any  other  public  assistance  program  or  private  health 
insurance  program." 

Ironically,  in  1976,  only  2.3%  of  all  financing  to  community  mental  health 
centers  derived  from  Medicare.  Estimates  for  1977  and  1978  show  no  increase 
because  most  community  mental  health  centers  are  excluded  as  providers  from 
full  participation  in  the  Medicare  program.  Although  15%  of  the  CMHCs  are 
operated  by  hospitals,  62%  must  rely  on  provider  affiliation  agreements  with 
hospitals  (which  do  not  reimburse  fully  for  services)  and  the  remainder  operate 
as  free  standing  clinics. 

All  three  types  of  CMHCs  operate  essentially  the  same  kind  of  service  but 
are  reimbursed  differently  because  of  status  as  providers.  CMHCs  not  hospital- 
based  have  extreme  difficulty  and  in  some  circumstances  are  barred  from  reim- 
bursement for  services  which  are  fully  reimbursed  in  hospital-operated  CMHCs. 

Further,  even  hospital-based  CMHCs  with  full  provider  status  are  sometimes 
reluctant  to  participate  in  a  program  where  the  service  population  has  an  aver- 
age weekly  income  of  $75 — hardly  enough  to  absorb  the  50%  co-payment  re- 
quirements for  psychiatric  services — and  where  reimbursement  for  outpatient 
services  is  limited  to  $250,  certainly  not  enough  to  cover  sufficient  visits  for 
the  average  patient. 

The  National  Council  has  prepared  a  detailed  list  of  amendments  (attached) 
previously  supported  in  this  Committee  and  approved  by  the  House  of  Repre- 
sentatives. We  feel  the  advantages  of  these  amendments  will  be : 

1.  to  establish  a  new  provider  class  for  CMHCs  (like  nursing  homes  and 
home  health  agencies)  through  which  the  Government  could  provide  services 
as  reduced  costs  for  patients  who  otherwise  would  use  inpatient  care,  as  op- 
posed to  outpatient  and  partial  hospitalization  services ; 

2.  to  increase  uniformity  of  mental  health  care  delivery  through  standards, 
utilization  review,  and  delineation  of  health  from  non-health  services  according 
to  national  guidelines  prescribed  by  the  Secretary  of  Health,  Education,  and 
Welfare ;  and 

3.  to  provide  equitable  treatment  of  care  to  mentally  ill,  disabled,  and  elderly 
as  to  those  who  are  physically  ill,  so  that  the  least  restrictive  care  can  be 
available. 

These  recommendations  are  supported  by  the  report  of  the  President's  Com- 
mission on  Mental  Health.  We  recognize  this  Committee  has  limited  the  scope 
of  the  current  Medicare  improvements  effort  and  would  be  pleased  to  answer 
questions  you  may  have  on  our  proposed  amendments. 
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Attachment  1 

Proposal  for  Coverage  of  Community  Mental  Health  Centers  Under 

Medicare 

scope  of  benefits 

1.  Amend  section  1812(a)  (4)  so  as  to  provide  that  benefits  shall  be  provided 
to  an  individual  by  the  insurance  program  for  outpatient  mental  health  services 
in  a  cmhc,  for  up  to  60  visits  per  year,  subject  to  periodic  utilization  review 
committee  certification  as  to  the  necessity  and  appropriateness  of  services,  as 
defined  in  section  1814  (j). 

2.  Amend  section  1812(b)  (4)  to  provide  that  payment  may  be  made  for  out- 
patient mental  health  services  furnished  in  a  cmhc  in  excess  of  10  visits  per 
year,  or  60  visits  per  year  if  additional  visits  have  been  certified  by  a  utilization 
review  committee  as  necessary  and  appropriate,  pursuant  to  section  1814  (j). 

3.  Amend  section  1812(e)  to  insert  ''outpatient  mental  health  services  in  a 
community  mental  health  center." 

4.  Amend  section  1832 (a)  (2)  (B)  (i)  to  include  III:  Physician  services  fur- 
nished on  an  outpatient  basis  in  a  community  mental  health  center. 

CONDITIONS  OF  AND  LIMITATIONS  ON  PAYMENT  FOR  SERVICES 

1.  Ainend  section  1814(a)(2)(F),  Requests  and  Certifications,  so  that  pay- 
ment for  services  furnished  an  individual  may  be  made  only  if  a  physician  certi- 
fies (and  recertifies,  where  such  services  are  furnished  over  a  period  of  time) 
that — in  the  case  of  outpatient  mental  health  services  in  a  community  mental 
health  center,  such  services  are  or  were  required  for  the  mental  health  treatment 
of  an  individual,  and  such  treatment  can  or  could  reasonably  be  expected  to  im- 
prove the  condition  for  which  such  treatment  is  or  was  necessary. 

2.  Amend  section  1814(j)  to  add  Payment  for  Outpatient  Mental  Health 
Services  in  a  Community  Mental  Health  Center :  Payments  for  any  services  on 
behalf  of  an  individual  in  excess  of  10  visits  shall  be  made  only  where  utiliza- 
tion review  committee  of  a  community  mental  health  center  has  certified  prior 
to  the  11th  visit  and  prior  to  the  31st  visit  and  prior  to  the  46th  visit  that 
such  services  are  necessary  and  appropriate. 

OUTPATIENT  SERVICES  IN  A  COMMUNITY  MENTAL  HEALTH  CENTER 

Amend  section  1861  to  include  a  definition  of  outpatient  cmhc  services  as 
follows :  Outpatient  services  in  a  community  mental  health  center  means  the 
following  items  and  services  furnished  to  an  outpatient  of  a  community  mental 
health  center  and  by  the  community  mental  health  center — active  diagnostic 
and  therapeutic  services  provided  by  a  community  mental  health  center.  Such 
services  shall  include : 

A  direct  service  contact  with  a  qualified  clinical  staff  member  in  accordance 
with  a  treatment  plan. 

Participation  in  a  day  treatment  program  in  accordance  with  a  treatment 
plan. 

A  home  health  visit,  which  is  a  direct  service  contact  with  a  qualified  clinical 
staff  member  in  accordance  with  a  treatment  plan. 

As  used  in  this  section,  "Active  diagnostic  and  therapeutic  services"  includes : 
physician  services ;  psychological  services ;  psychiatric  nursing  and  psychiatric 
social  work  services ;  services  furnished  incident  to  the  services  of  mental  health 
professionals  in  accordance  with  a  treatment  plan  and  which  are  ordinarily 
furnished  by  the  community  mental  health  center  (or  by  others  under  arrange- 
ments) to  its  outpatients;  outpatient  physical  therapy  services;  ambulance 
service  where  the  use  of  other  methods  of  transportation  is  contraindicated  by 
the  individual's  condition  but  only  to  the  extent  provided  in  regulations,  and 
such  prescription  drugs  as  are  ordinarily  furnished  to  outpatients  by  the  com- 
munity health  center. 

There  shall  be  excluded  from  the  diagnostic  and  therapeutic  services  the  fol- 
lowing items  or  services :  inpatient  services  provided  24  hours  a  day,  including 
bed  and  board  and  related  medical,  nursing  and  supportive  services;  biological 
supplies,  appliances  and  equipment;  socialization  services;  custodial  care  and 
maintenance ;  night  care ;  public  education ;  consultation  services,  other  than 
case  consultation;  vocational  counseling  and  training;  services  provided  in  a 
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half-way  house  and  other  supervised  living  arrangements,  except  for  active 
diagnostic  and  therapeutic  services ;  special  education ;  recreation  and  leisure 
time  activities,  and  homemaker  services. 

COMMUNITY  MENTAL  HEALTH  CENTEE 

Amend  section  1861  (jj)  to  include  the  following: 

The  term  "community  mental  health  center"  means  a  public  or  private  entity 
which — 

(1)  Is  primarily  engaged  in  providing  services  for  the  diagnosis  and  treat- 
ment of  emotionally  disturbed  and  mentally  ill  persons,  and  has  appropriate 
arrangements  to  ensure  that  all  patients  requiring  medical  services  are  referred 
to  a  physician ; 

(2)  Meets  the  definition  of  a  community  mental  health  center  in  section  201 
of  the  Community  Mental  Health  Centers  Act  and  the  requirements  prescribed 
by  regulation ; 

(3)  In  the  case  of  a  center  in  any  State  in  which  State  or  applicable  local  law 
provides  for  the  licensing  of  community  mental  health  centers,  is  licensed  pur- 
suant to  such  law; 

(4)  Has  by-laws  in  effect  with  respect  to  its  staff; 

(5)  Meets  such  staffing  requirements  as  the  Secretary  finds  necessary  in  order 
to  carry  out  an  active  program  of  diagnosis  and  treatment  for  individuals 
who  are  furnished  services; 

(6)  Maintains  clinical  records  including  such  records  as  the  Secretary  finds 
to  be  necessary  to  determine  the  degree  and  intensity  of  the  treatment  provided 
to  individuals  entitled  to  benefits  under  Title  XVIII ; 

(7)  Has  in  effect  a  utilization  review  plan  pursuant  to  section  1861  (kk)  ; 

(8)  Has  in  effect  an  agreement  with  a  hospital  pursuant  to  section  1861(11). 

UTILIZATION  REVIEW 

Amend  section  1861  to  include  section  (kk)  as  follows : 

"A  utilization  review  plan  of  a  community  mental  health  center  shall  be 
considered  sufficient  if  it  is  applicable  to  services  furnished  by  the  center  to 
individuals  entitled  to  insurance  benefits  under  this  title  and  if  it  provides — 

"(1)  for  the  review,  on  a  sample  or  other  basis,  of  admissions  to  the  centers, 
and  the  professional  services  furnished, 

"(A)  with  respect  to  the  medical  necessity  of  the  services,  and  (B)  for  the 
purpose  of  promoting  the  most  efficient  use  of  available  health  facilities  and 
services ; 

"(2)  for  such  review  to  be  made  by  either  (A)  a  staff  committee  of  the  center, 
or  (B)  a  group  outside  the  center  which  is  established  in  a  manner  as  may  be 
approved  by  the  Secretary." 

AGREEMENTS   OR   TRANSFER  BETWEEN    COMMUNITY   MENTAL   HEALTH    CENTERS  AND 

HOSPITALS 

Amend  section  1861  to  include  subsection  (11)  as  follows  : 

"A  hospital  and  a  community  mental  health  center  shall  be  considered  to 
have  a  transfer  agreement  in  effect  if,  by  reason  of  a  written  agreement  between 
them  or  (in  case  the  two  institutions  are  under  common  control)  by  reason  of  a 
written  undertaking  by  the  person  or  body  which  controls  them,  there  is  reason- 
able assurance  that — 

"(1)  transfer  of  patients  will  be  effected  between  the  hospital  and  the  com- 
munity mental  health  center  whenever  such  transfer  is  medically  appropriate  as 
determined  by  the  attending  physician ;  and 

"(2)  there  will  be  interchange  of  medical  and  other  information  necessary  or 
useful  in  the  care  and  treatment  of  individuals  transferred  between  the  institu- 
tions, or  in  determining  whether  such  individuals  can  be  adequately  cared  for 
otherwise  than  in  either  of  such  institutions. 

''Any  community  mental  health  center  which  does  not  have  such  an  agreement 
in  effect,  but  which  is  found  by  a  State  agency  (of  the  State  in  which  such 
facility  is  situated)  with  which  an  agreement  under  section  1864  is  in  effect 
(or,  in  the  case  of  a  State  in  which  no  such  agency  has  an  agreement  under 
section  1864,  by  the  Secretary)  to  have  attempted  in  good  faith  to  enter  into 
such  an  agreement  with  a  hospital  sufficiently  close  to  the  facility  to  make 
feasible  the  transfer  between  them  of  patients  and  the  information  referred  to 
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in  paragraph  (2),  shall  be  considered  to  have  such  an  agreement  in  effect  if 
and  for  so  long  as  such  agency  (or  the  Secretary,  as  the  case  may  be)  finds  that 
to  do  so  is  in  the  public  interest  and  essential  to  assuming  extended  care  services 
for  persons  in  the  community  who  are  eligible  for  payments  with  respect  to  such 
services  under  this  title." 

MISCELLANEOUS 

1.  Sec.  1861  (u) — Provider  of  Services — add  "community  mental  health 
center." 

2.  Sec.  1861  (w) — Arrangement  for  Certain  Services — add  "community  mental 
health  center." 

3.  Sec.  1866(e) — Agreements  with  Providers  of  Services — add  "community 
mental  health  center." 

Attachment  2 

Explanation  of  Coverage  Limitations  and  Legislative  Changes  Proposed  by 
the  National  Council  of  Community  Mental  Health  Centers 

eligible  individuals 

Medicare  provides  health  insurance  coverage  for  the  aged,  for  disabled  indi- 
viduals receiving  assistance  under  social  security  or  railroad  retirement,  and 
for  individuals,  and  families  of  individuals,  under  age  65  who  receive  social 
security  benefits  when  hemodialysis  or  renal  transplantation  for  chronic  kidney 
disease  is  required.  In  1978,  23.2  million  aged  persons  and  2.8  million  disabled 
persons  were  covered  under  Part  A,  Hospital  Insurance  Program,  and  23.2  mil- 
lion aged  and  2.5  million  disabled  persons  were  covered  under  Part  B,  Supple- 
mentary Medical  Insurance  Program.  Federal  payments  under  Part  A  amounted 
to  $17.5  billion  in  1978,  and  under  Part  B,  to  an  additional  $7  billion. 

PART  A  HOSPITAL  INSURANCE 

Part  A  of  Title  XVIII  provides  coverage  for :  Inpatient  hospital  services  for 
up  to  150  days  during  a  spell  of  illness  (hospital  benefits  are  provided  for  up  to 
90  days  during  any  spell  of  illness,  and  in  addition  the  patient  has  a  lifetime 
reserve  of  another  90  days  of  coverage  which  may  be  used  when  needed,  subject 
to  the  overall  limit  of  150  days  per  spell  of  illness)  ;  post-hospital  extended  care 
services  for  up  to  100  days  during  a  spell  of  illness;  post-hospital  home  health 
services  for  up  to  100  visits  after  a  spell  of  illness. 

These  benefits  are  subject  to  a  deductible  of  $92.00,  and  after  receiving  the 
first  60  days  of  care  without  additional  charge,  the  patient  must  contribute  a 
co-payment  toward  the  cost  of  further  care. 

1.  Limitations  on  mental  health  care  providers 

Part  A  includes  certain  limitations  on  the  mental  health  services  which  may 
be  provided  to  Medicare  eligibles  and  the  entities  which  can  qualify  as  pro- 
viders of  such  care.  These  limitations  severely  restrict  reimbursement  to  com- 
munity mental  health  centers. 

The  most  serious  barrier  to  reimbursement  of  cmhcs  through  Part  A  of  Title 
XVIII  is  the  current  definition  in  the  law  of  psychiatric  inpatient  service  pro- 
viders. This  definition  excludes  many  cmhcs  from  achieving  participating  pro- 
vider status  under  Title  XVIII. 

Under  the  law,  inpatient  psychiatric  care  must  be  provided  in  a  hospital  or 
psychiatric  hospital  which  meets  a  number  of  criteria,  including  a  requirement 
that  it  be  accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals. 
Standards  for  JCAH  accreditation  as  a  psychiatric  hospital  are  not  appropriate 
for  community  mental  health  centers,  nor  are  the  additional  requirements 
placed  on  inpatient  providers  by  Medicare  (staffing  and  record  requirements). 

Not  all  centers  face  this  problem,  however.  Those  operated  directly  by  a  hos- 
pital which  has  JCAH  accreditation  can  be  reimbursed  (15%  of  federally 
funded  centers),  and  those  centers  which  have  affiliation  agreements  with  JCAH 
accredited  hospitals  for  provision  of  inpatient  services  to  cmhc  patients  (62% 
of  federally  funded  centers)  can  also  be  reimbursed.  However,  free-standing 
centers  with  no  such  affiliation  agreements  cannot  qualify  as  providers  of  inpa- 
tient care  under  Part  A. 

Failure  to  qualify  as  a  provider  under  Part  A  also  restricts  these  centers  to 
reimbursements  on  a  fee-for-service  basis,  rather  than  a  cost  basis,  making  fiscal 
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planning  difficult  and  excluding  from  reimbursement  appropriate  administrative 
costs.  Also,  if  services  are  contracted  out,  the  cmhc  may  not  be  reimbursed  on 
the  basis  of  the  actual  cost  of  the  contracted  services. 

Cmhcs  also  provide  partial  hospitalization  services  (which  can  be  either 
psychiatric  day  hospital  services  or  psychiatric  night  hospital  services).  Medi- 
care regards  psychiatric  night  care  as  an  inpatient  service,  and  hence  the  limita- 
tions on  cmhc  provider  status  under  Part  A  prevent  many  centers  from  obtaining 
reimbursements  for  these  less  intensive  and  less  expensive  forms  of  care.  As 
cmhcs  become  more  dependent  on  third-party  payments,  it  is  likely  that  many 
persons  now  treated  on  a  partial  hospitalization  basis  by  the  centers  will  be 
forced  to  seek  alternative  care  in  another  facility  in  order  to  obtain  their  Medi- 
care reimbursements,  and  in  all  likelihood  this  care  will  be  24-hour  inpatient 
care. 

2.  NCCMHC  proposed  amendment  to  part  A  regarding  provider  status 

In  order  to  provide  equality  between  different  types  of  community  mental 
health  centers — some  of  which  now  have  provider  status  for  inpatient  services 
but  some  of  which  do  not — and  between  cmhcs  and  psychiatric  hospitals, 
NCCMHC  proposes  that  community  mental  health  centers  which  meet  certain 
standards  and  criteria  be  included  as  providers  of  care  under  Medicare. 

This  would  enable  these  centers  to  be  reimbursed  on  a  reasonable  cost,  pros- 
pective basis— thus  improving  their  cost-accounting  systems  and  enabling  proper 
planning  of  budgets  and  services,  while  holding  down  Medicare  costs.  Costs  of 
inpatient  services  provided  through  community  mental  health  centers  are  gen- 
erally lowrer  than  the  costs  of  these  same  services  in  an  accredited  hospital. 
(In  1972,  the  American  Hospital  Association  estimated  costs  of  inpatient  cmhc 
care  at  $60.30  per  day ;  costs  of  psychiatric  hospital  inpatient  care  at  $71.53  per 
day ;  and  costs  of  care  in  psychiatric  wards  of  a  general  hospital  at  $112.00  per 
day).  Expanding  provider  status  to  include  cmhcs  would  not  by  itself  expand 
the  services  Medicare  finances — it  wTould  merely  permit  all  cmhcs  to  be  reim- 
bursed for  the  services  now  covered  under  the  program. 

If  cmhcs  are  recognized  as  providers  under  both  Parts  A  and  B,  partial 
hospitalization  services  could  be  covered. 

In  addition,  community  mental  health  center  services,  whether  provided 
directly  by  a  physician,  by  cmhc  staff  working  under  his  direct  supervision,  or 
by  other  cmhc  mental  health  professionals,  should  be  covered  and  reimbursable 
under  Part  B. 

The  center  should  also  be  able  to  receive  reimbursement  if  the  services  are 
provided  in  a  separate  affiliated  satellite  program  facility,  whether  or  not  a 
physician  is  physically  present  in  that  facility. 

OTHER  LIMITATIONS   ON  MENTAL  HEALTH  CARE  UNDER  PARTS  A  AND  B 

,i.  Limitations 

There  are  also  several  inequities  and  restrictions  on  mental  health  care,  two 
of  which  combine  to  distort  utilization  of  these  services  and  unnecessarily 
increase  costs  of  Medicare  mental  health  benefits:  A  limit  on  mental  health 
inpatient  psychiatric  hospital  services  under  Medicare,  Part  A,  of  190  days  in 
the  patient's  lifetime  [Sec.  1812(b)  (3)] ;  A  limitation  on  the  amount  Medicare 
will  pay  for  psychiatric  services  under  Part  B — reimbursement  may  not  be  made 
for  expenses  incurred  in  any  calendar  year  above  $312.50  or  66.5%  of  such 
expenses,  whichever  is  less. 

The  dollar  limitation  on  reimbursements  for  psychiatric  services  under  Part  B 
is  particularly  inappropriate  with  our  current  high  rates  of  inflation  and  en- 
courages inappropriate  inpatient  care.  Unless  frequent  amendments  are  made 
so  as  to  raise  the  limit  to  keep  pace  with  rising  medical  costs,  elderly  and  dis- 
abled persons  needing  care  are  faced  with  steady  reductions  in  the  amount 
of  services  they  may  receive  year  by  year  in  real  dollar  terms.  A  number  of 
National  Health  Insurance  bills,  including  the  one  proposed  by  the  Administra- 
tion during  the  last  Congress,  restrict  mental  health  care,  but  they  do  this  by 
tieing  this  limit  to  a  certain  number  of  visits  per  year,  not  by  setting  specific 
dollar  limits  in  the  legislation. 

Moreover,  the  combination  of  a  limitation  on  the  amount  of  reimbursement 
under  Part  B  and  the  limitation  on  inpatient  care  under  Part  A  by  the  number 
i  of  days  of  care  provided  in  a  lifetime,  can  distort  the  utilization  of  mental 
health  services  by  emphasizing  expensive  24-hour  inpatient  services.  This  is  not 
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only  more  expensive  than  alternative  ambulatory  or  partial  hospitalization,  but 
frequently  inappropriate  for  the  patient. 

By  limiting  physician  reimbursement  for  outpatient  care,  but  not  limiting 
such  reimbursements  to  the  physician  if  the  patient  is  hospitalized  in  a  partici- 
pating provider  facility.  Medicare  encourages  hospitalization  for  those  patients 
who  have  not  utilized  their  190-day  lifetime  limit  on  psychiatric  hospital  inpa- 
tient care.  In  such  circumstances,  both  the  provider  and  the  physician  are  fully 
reimbursed.  Once  the  patient  has  utilized  his  inpatient  lifetime  limit,  however, 
he  will  probably  not  be  hospitalized,  except  in  real  emergency,  even  if  this  is 
the  most  desirable  form  of  treatment,  because  reimbursements  are  no  longer 
available  to  the  hospital.  These  artificial  changes  in  the  pattern  of  utilization  of 
various  services  could  be  very  detrimental  to  the  mentally  ill  patient,  and  often 
prove  more  expensive  to  the  federal  government. 

A  lifetime  limit  on  inpatient  care  is  also  an  inappropriate  method  of  limiting 
services.  Inpatient  care  should  be  limited  not  by  the  number  of  total  days  of 
care  provided  in  a  lifetime,  but  by  the  number  of  days  provided  in  a  spell  of 
illness.  This  would  help  to  encourage  shorter  hospital  stays  and  accent  ambula- 
tory care.  A  lifetime  limitation  on  care,  on  the  other  hand,  can  exclude  from 
coverage  persons  in  desperate  need  of  such  care. 

The  lifetime  limit  on  mental  health  care  seems  all  the  more  discriminating 
since  care  of  a  psychiatric  patient  in  a  general  hospital's  psychiatric  ward  is 
not  subject  to  this  limitation  and  does  not  count  toward  the  190-day  lifetime 
limit. 

The  limitation  on  spell  of  illness  for  mental  health  inpatient  care  should  be 
the  same  as  that  placed  on  other  forms  of  inpatient  care.  Data  from  insurance 
plans  which  provide  equal  coverage  for  mental  health  and  other  forms  of  care 
(notably  the  federal  employees  program  run  by  Blue  Cross/Blue  Shield)  show 
that  such  coverage  is  economically  feasible  and  does  not  raise  utilization  rates 
above  acceptable  levels. 

There  are  two  other  limitations  on  mental  health  care  under  Medicare  which 
NCCMHC  does  not  suggest  should  be  changed:  A  requirement  that  if  a  person 
is  in  a  psychiatric  hospital  participating  in  Medicare  on  his  first  day  of  entitle- 
ment to  Part  A  benefits,  the  number  of  days  in  his  first  benefit  period  must  be 
reduced  by  the  number  of  days  preceding  his  first  day  of  settlement  [Sec. 
1812(c)]  ;  a  requirement  for  certification  and  recertification  for  mental  health 
inpatient  care  to  ensure  that  such  treatment  can,  or  could  reasonably  be  expected 
to,  improve  the  condition  for  which  treatment  was  necessary.  Services  must 
also  be  "intensive  treatment  services"  or  services  related  to  admission  and  diag- 
nostic study,  or  equivalent  services  [Sec.  1814(a)  (4)]. 

2.  NCCMHC  proposed  amendments  regarding  mental  health  limitations  in  parts 
A  and  B 

The  inappropriate  limitations  cited  above  were  designed  to  control  utilization 
and  costs  of  mental  health  services  under  Medicare.  However,  their  effect  is  to 
distort  mental  health  services  utilization  and  to  discriminate  against  the  men- 
tally ill.  NGCMHC  proposes  amendments  to  eliminate  the  yearly  limit  on  mental 
health  care  under  Part  B,  and  to  drop  the  lifetime  limit  on  inpatient  care  and 
substitute  a  limitation  on  spell  of  illness  coverage.  Costs  and  quality  of  services 
provided  to  mentally  ill  patients  should  then  be  controlled  by:  a)  the  standards 
set  for  providers,  and  b)  peer  and  utilization  review  of  all  mental  health  serv- 
ices, both  inpatient  and  ambulatory  care. 

Thus,  NCCMHC  proposes  repeal  of  section  1812(b)  (3),  so  as  to  eliminate  the 
lifetime  limit  on  care.  The  spell  of  illness  limitations  placed  on  other  forms  of 
care  would  then  be  applicable  to  mental  illness. 

NCCMHC  also  proposes  repeal  of  the  dollar  limitation  on  Part  B  services  un- 
der section  1833(c). 

NCCMHC  therefore  proposes  an  amendment  to  section  1861  to  add  as  a  pro- 
vider of  care  the  following:  A  community  mental  health  center  which  meets 
the  definition  of  such  centers  under  the  Community  Mental  Health  Centers  Act 
and  the  standards  set  for  such  centers  by  the  Secretary  pursuant  to  that  Act. 

NCCMHC  would  expect  that  in  setting  standards  for  cmhcs  under  the  proposed 
new  Community  Mental  Health  Centers  Amendments,  HEW  will  consider  and, 
where  appropriate,  draw  from  the  standards  now  being  developed  by  JCAH, 
Accreditation  Council  on  Psychiatric  Facilities.  However,  to  emphasize  that 
centers  applying  for  provider  status  under  Medicare  should  meet  standards 
at  least  equivalent  to  the  JCAH  standards  (provided  HEW  determines  that 
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these  standards  are  appropriate),  a  statement  to  this  effect  should  be  included 
in  the  report  on  any  bill  making  such  an  amendment  to  Title  XVIII. 

PART  B — SUPPLEMENTARY  MEDICAL  INSURANCE  BENEFITS 

The  Supplementary  Medical  Insurance  Benefits  program  under  Part  B  of 

Medicare  is  available  to  aged  and  disabled  individuals  who  elect  to  enroll  under 
I  the  program  and  pay  a  premium  for  such  coverage.  A  deductible  and  coinsurance 
I  charges  are  required  to  be  paid  by  the  patient. 

Part  B  provides  coverage  for :  Physician  services  (both  inpatient  and  outpa- 
I  tient)  and  services  furnished  incident  to  a  physician's  services — which  includes 
t;  various  additional  medical  and  health  services  and  supplies  such  as  lab  tests, 
I  x-rays,  prosthetic  devices,  outpatient  physical  therapy,  and  drugs  administered 
i  by  a  physician  or  under  his  personal  supervision  as  part  of  his  professional 
I  services;  home  health  services  for  up  to  100  visits  during  a  calendar  year  (in 
I  addition  to  coverage  under  Part  A  for  home  health  services)  ;  medical  and 

other  health  services  furnished  by  providers  of  services  or  by  others  under 

arrangements  made  with  providers  of  services. 
Part  B  pays  80  percent  of  a  physician's  reasonable  charges  and  80  percent  of 

the  reasonable  charges  for  other  specified  outpatient  services  after  a  deductible 

of  $80.00  has  been  paid  by  the  patient  in  any  calendar  year. 

1.  Limitations  on  mental  health  care  providers 

Cmhcs  generally  cannot  qualify  as  providers  of  outpatient  services  under 
Part  B  unless  they  are  operated  by  a  hospital.  Whereas  under  Part  A  those  cen- 
ters which  have  an  affiliation  agreement  with  an  accreditated  hospital  for  inpa- 
tient services  can  be  reimbursed,  outpatient  services  are  provided  directly  by 
the  cmhcs.  Thus  the  number  of  centers  unable  to  qualify  as  providers  of  out- 
patient care  under  Part  B  is  much  larger  than  the  number  unable  to  qualify 
as  Part  A  providers  and  represents  a  large  majority  of  federally  funded  cmhcs 
(84%). 

Those  centers  which  do  not  qualify  as  providers  under  Part  B,  like  those 
which  do  not  qualify  under  Part  A,  are  forced  to  seek  Medicare  reimbursements 
through  a  fee-for-service  mechanism  rather  than  on  a  reasonable  cost  basis  as 
hospital  providers  are  able  to  do. 

Under  Medicare,  one  other  group  of  providers  can  also  receive  reimbursement 
for  covered  services — physician  directed  clinics.  This  provision  was  designed 
primarily  to  permit  reimbursements  to  be  made  to  neighborhood  health  centers, 
funded  originally  by  the  Office  of  Economic  Opportunity  and  now  by  HEW. 
Regulations  and  policy  guidelines  issued  pursuant  to  this  provision  were  not 
drawn  up  with  mental  health  centers  in  mind.  These  guidelines  establish  strict 
requirements  for  direct  physician  supervision  of  all  care.  None  of  the  services 
provided  while  a  physician  is  not  on  the  premises  can  be  reimbursed,  and  the 
physician  must  be  available  at  any  time  when  services  are  provided.  Claims  for 
payment  are  then  submitted  by  the  physician. 

These  restrictions  result  from  the  legislative  language  which  limits  services 
to  those  provided  by  a  physician  or  incident  to  a  physician's  services. 

As  a  result,  few  cmhcs  have  been  able  to  qualify  as  clinic  providers  under  this 
Medicare  provision. 

Under  Part  B  a  supervising  physician  must  be  physically  present  in  the  facil- 
ity (whether  or  not  the  center  qualifies  as  a  provider  under  Part  B)  in  order 
for  reimbursements  to  be  made.  This  excludes  from  coverage  all  services  pro- 
vided by  satellite  program  elements  of  the  center  unless  such  satellite  ha*  a 
physician  on  the  premises,  which  is  unusual,  and  also  excludes  all  care  provided 
through  a  team  approach  unless  a  physician  is  part  of  that  team  and  also 
physically  present  when  services  are  delivered.  Finally,  it  excludes  all  services 
provided  in  a  center  which  employs  only  a  part-time  physician  (not  at  all  un- 
common in  rural  areas)  at  all  times  when  that  physician  is  not  on  the  premises. 

If  cmhcs  were  to  receive  provider  status  under  the  Medicare  program,  as 
NCCMHO  recommends,  this  requirement  for  direct  physician  supervision  would 
encourage  greater  emphasis  on  physician  care  by  the  centers  since  only  with 
such  supervision  would  Medicare  payments  be  available.  This  would  cause  a 
strain  on  limited  manpower  resources  and  could  raise  the  costs  of  providing 
mental  health  services  in  cmhcs  to  the  elderly  and  disabled — which  in  turn 
unnecessarily  increases  Medicare  costs. 

Ironically,  the  use  of  outreach  satellite  clinics  and  greater  use  of  para- 
professionals  are  innovations  encouraged  in  cmhcs  to  make  their  programs 
more  accessible  while  at  the  same  time  holding  down  costs. 
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"2.  NCCMHC  proposed  amendment  to  part  B  regarding  provider  status 

NCCMHC's  proposal  for  including  community  mental  health  centers  as  pro- 
viders of  care  under  Title  XVIII  applies  equally  to  provision  of  inpatient  serv- 
ices under  Part  A  and  medical  and  other  services  under  Part  B.  Section  1816 (s) 
should  be  amended  to  add  a  new  subparagraph  to  the  definition  of  medical  and 
other  services  so  as  to  include  the  services  provided  by  a  community  mental 
health  center  which  qualifies  as  a  provider  under  Medicare.  Services  to  Medi- 
care eligibles  should  be  covered,  whether  provided  in  the  main  center  facility 
or  in  disbursed  service  elements  affiliated  with  the  cmhc. 

Such  an  amendment  would  end  the  inequities  where  outpatient  services  pro-  1 
vided  by  an  accredited  hospital  are  covered,  but  these  same  services  when  pro- 
vided by  a  free-standing  cmhc  are  not  reimbursable.  Moreover,  provider  status 
would  enable  centers  to  be  reimbursed  on  a  reasonable  cost,  rather  than  fee-for- 
service,  basis  and  to  receive  reimbursement  for  appropriate  administrative  costs. 

Quality  and  cost  conteols 

Under  the  NCCMHC  proposed  amendment,  cmhcs  would  have  to  meet  the 
standards  set  by  HEW  pursuant  to  the  Community  Mental  Health  Centers 
Amendments  of  1975,  when  enacted.  In  developing  standards  for  cmhcs, 
NCCMHC  would  expect  that  HEW  will  consider,  and  where  appropriate  incorpo- 
rate, standards  now  being  drawn  up  for  such  centers  by  the  Joint  Commission 
on  Accreditation  of  Hospitals,  Accreditation  Council  of  Psychiatric  Facilities. 
The  new  HEW  standards  will  thus  serve  as  both  cost  and  quality  control 
mechanisms.  The  limitations  on  coverage  of  mental  health  services  under  Medi- 
care which  were  initiated  primarily  to  control  costs  and  quality — the  dollar 
limitation  under  Part  B,  the  lifetime  limitation  under  Part  A  and  the  require- 
ments for  direct  physician  supervision — could  thus  be  replaced  with  a  different 
control  mechanism,  the  new  HEW  standards  drawn  up  pursuant  to  the  new 
legislation. 

Under  the  new  legislation,  cmhcs  would  be  required  to :  Establish  an  ongoing 
quality  assurance  program  (including  utilization  and  peer  review  systems) 
respecting  services;  Establish  an  integrated  medical  records  system  (including 
sl  drug  use  profile)  which  provides  access  to  information  on  the  health  status 
of  each  patient  but  protects  confidentiality  and  the  rights  of  patients ;  Establish 
a  professional  advisory  board  to  advise  the  governing  body  of  the  cmhc ;  Coor- 
dinate its  services  with  all  other  services  in  the  community  to  ensure  proper 
referral  for  all  required  services;  Ensure  that  the  services  of  the  center  are 
available  and  accessible  in  a  way  which  ensures  continuity  and  high  quality  of 
care  and  which  overcomes  barriers  to  the  receipt  of  services. 

NCCMHC  also  proposes  an  amendment  to  section  1155(g)  so  as  to  require 
review  by  Professional  Standards  Review  Organizations  of  all  mental  health 
services  (whether  provided  by  or  in  institutions  or  by  private  mental  health 
practitioners  or  by  other  providers). 

CONCLUSION 

As  cmhcs  are  required  to  rely  more  and  more  upon  third-party  payments,  and 
as  categorical  funds  are  de-emphasized,  it  is  important  to  ensure  that  federal 
third-party  payment  programs  do  not  discourage  the  use  of  cmhcs  for  mental 
health  care.  It  is  also  important  the  Medicare  emphasize  outpatient  and  other 
forms  of  ambulatory  care  provided  by  the  centers  (partial  hospitalization  pro- 
grams, home  health  services,  etc.)  over  expensive  inpatient  services. 

Ms.  Keys.  Thank  you. 
Mr.  Duncan? 

Mr.  Duncan.  Thank  you,  Madam  Chairman. 

I  would  like  to  thank  both  of  you.  Sometimes  I  think  on  the  sub- 
committee  here  we  choose  the  best  to  be  the  last.  I  have  been  person- 
ally acquainted  with  Mr.  Brandt  and  his  great  work  that  he  has 
done,  not  only  in  Tennessee  but  also  in  the  Nation.  I  know  of  no  one 
who  has  given  more  of  their  time  and  energy  to  a  great  cause,  and  I 
hope  that  we  can  do  something  in  this  subcommittee  to  help. 

Mr.  Brandt.  Thank  you,  Mr.  Duncan. 

Mr.  Duncan.  Thank  you. 
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Ms.  Keys.  We  thank  both  of  you  and  I  certainly  echo  Mr.  Duncan's 
words.  I  do  appreciate  your  testimony. 

We  have  a  vote  on  the  floor.  This  is  the  end  of  the  witnesses  for 
today,  so  the  subcommittee  will  be  adjourned,  but  we  will  continue  to 
work  closely  with  you  in  the  future. 

[Whereupon,  at  3:05  p.m.,  the  hearing  was  adjourned.] 

[The  following  was  submitted  for  the  record :] 

Statement  of  Louis  M.  Aledoet,  M.D.,  New  York,  N.Y. 

I  have  put  together  for  your  information  regarding  the  incorporation  into 
the  Medicare  amendments,  coverage  for  out  patient,  ambulatory,  or  at  home 
use  of  hemophilia  products.  The  current  law,  recently  reinterpreted  because 
it  was  tested  in  Boston,  clearly  states  under  section  405.232  that  hemophilia 
products  are  not  covered  in  an  ambulatory  care  or  home  care  fashion. 

I  will  not  spend  time  giving  you  all  the  available  data  regarding  the  ac- 
cumulated benefits,  psycho-social  in  particular,  of  home  care  programs  in 
hemophilia  as  they  now  exist.  If  you  are  desirous  of  these  I  would  be  more 
than  happy  to  send  you  a  bibliography  as  well  as  some  of  the  literature. 

The  two  most  important  pieces  of  information  are  that:  1)  Few  if  any 
hemophiliacs  in  the  United  States  take  advantage  of  Medicare  using  the  "dis- 
abled" clause  to  make  them  eligible.  In  three  northeastern  programs  with  500 
hemophiliac  patients  (there  are  approximately  25,000  severe  to  moderately 
severe  hemophiliacs  in  the  United  States)  no  one  has  a  patient  on  Medicare 
because  of  this  potential  entitlement.  In  the  last  10-15  years  the  treatment  of 
hemophilia  has  had  available  materials  so  that  most  if  not  all  of  our  patients 
can  be  gainfully  employed.  We  have  discouraged  the  term  disabled  as  part  of 
the  description  of  the  disease.  This  in  particular  has  been  important  to  in- 
sure employment.  With  cheaper  products  and  newer  programs  of  care  we 
envision  that  only  a  few  will  be  disabled  from  the  disease.  2)  The  number  of 
patients  who  have  reached  the  age  of  greater  than  65  is  quite  small.  At  the 
present  time  the  mean  age  of  death  from  this  disease  is  about  26  years  of  age 
and  the  median  age  of  hemophiliac  is  12.  In  the  program  no  more  than  6  or 
7  patients  are  eligible  for  Medicare  because  of  age. 

In  Boston  there  are  4  patients  who  are  on  home  care  programs  that  were 
and  are  now  not  being  reimbursed  by  Medicare.  Below  is  a  synopsis  of  these 
4  cases  and  cost  data.  Of  note  is  the  fact  that  prior  to  home  care  medical 
costs  which  included  hospitalizations  necessitating  infusions  totaled  $39,954 
for  these  4  patients  and  the  annual  cost  following  home  care  was  $26,902. 
Therefore,  these  4  patients  saved  $13,000  in  medical  care  because  of  home 
treatment. 


Annual  cost  Annual  cost 
before  home  on  home 

Begun  on  home  drugs  drugs  drugs 


1.  E.G                                                                   November  1970   $9,437  $8,750 

2.  A.P                                                                  February  1975   13,765  5,701 

3.  A.Y                                                                  November  1974   5,376  6,377 

4.  S.A  October  1974   11,376  6,074 

Total   39,954  26,902 


I  have  also  enclosed  for  you  and  your  staff's  reading  a  recently  accepted 
paper  on  the  cost  of  hemophilia  care.  This  synopsizes  the  American  data  as 
best  I  can  get  it  on  the  advantages  of  providing  products  to  hemophilia  pa- 
tients at  home.  In  addition,  the  psycho-social  benefits  including  the  ability  to 
work  and  go  to  school,  to  be  potentially  productive  citizens,  is  a  very  critical 
part  of  the  long-term  cost  reduction.  There  is  substantial  evidence  for  the 
financial  advantages  to  the  third  party  payers  for  material  to  these  patients 
at  home.  What  we  are  asking  for  in  home  care  and  ambulatory  care  products 
for  hemophiliacs  is  similar  to  what  is  happening  with  the  platelet  and  red 
cell  transfusions  for  leukemic  patients.  Because  of  present  Medicare  ruling  as 
it  stands  patients  are  forced  into  much  larger  hospitalization  costs  than  one 
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would  have  to  spend  if  they  were  allowed  to  have  the  products  and  service 
given  and  reimbursed  on  an  ambulatory  care  basis. 

In  early  1974  I  presented  similar  data  to  the  New  York  Blue  Cross  Blue 
Shield  Plan.  They  felt  the  data  was  substantive  enough  to  bring  the  issue  to 
the  Superintendent  of  Insurance  of  New  York  State.  In  April  of  1975  this 
inclusion  was  approved  and  initiated.  During  the  past  year  it  has  become 
clear  to  those  at  the  Blue  Cross  Plan  that  this  innovation  has  both  been  of 
socio-political  benefit  to  their  organization  as  well  as  saving  money.  They  plan 
to  unequivically  continue  this  benefit.  This  program  has  been  innovated  in 
local  Blue  Cross  Plans  in  other  parts  of  the  country,  with  smaller  popula- 
tions, and  have  provided  these  benefits  for  longer  periods  of  time.  They  have 
shown  consistent  fiscal  savings  to  the  program. 

I  hope  these  data  will  help  to  support  your  position  to  include  the  hemo- 
philia products  on  an  ambulatory  care  basis.  While  pursuing  the  proposed 
amendments  to  the  Medicare  program  it  appears  to  me  that  the  planned  in- 
clusion of  unusual  and  extensive  chemotherapy  on  an  ambulatory  care  basis 
is  not  too  disimilar  to  the  inclusion  of  hemophilia  products  for  our  patients. 
Of  particular  note  is  the  fact  that  hemophiliacs  will  continue  to  live  with  this 
product,  whereas  at  the  present  time  chemotherapy  is  but  a  transient  modality 
in  these  terminal  diseases. 


June  23,  1978 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  D.C. 

Dear  Me.  Chairman:  On  behalf  of  the  394,000  health  care  professionals 
represented  by  the  thirteen  associations  joining  in  this  statement  we  would 
like  to  submit  comments  for  the  record  in  conjunction  with  the  Subcommittee's 
hearing  on  amendments  to  the  Medicare  program. 

The  goals  of  the  PSRO  program— efficient  and  effective  health  care — are 
also  our  goals.  We  have,  therefore,  followed  the  program  with  interest  and 
concern,  and  appreciate  this  opportunity  to  express  our  views. 

If  either  collectively  or  individually,  we  can  be  of  assistance  to  the  Sub- 
committee in  its  review  of  the  PSRO  program,  please  do  not  hesitate  to  call 
upon  us. 

Sincerely, 

American  Academy  of  Physician  Assistants,  Don  Fisher,  Ph.D., 
Executive  Director;  American  Association  of  Bioanalysts,  John 
McKenna,  President;  American  Dietetic  Association,  Clara 
Zempel,  R.D.,  Executive  Director ;  American  Medical  Record 
Associations,  Mary-j  Waterstraat,  R.R.A.,  Exec.  Director ;  Ameri- 
can Occupational  Therapy  Association,  James  J.  Garibaldi, 
Executive  Director ;  American  Physical  Therapy  Association, 
Royce  P.  Noland,  Executive  Director;  American  Psychological 
Association,  Jacqueline  French,  President ;  American  Pharma- 
ceutical Association,  William  S.  Apple,  Ph.D.,  Exec.  Director; 
American  Association  for  Respiratory  Therapy,  Houston  Ander- 
son, Director  of  Respiratory  Therapy ;  American  Society  of 
Hospital  Pharmacists,  Joseph  A.  Oddis,  Executive  Director; 
American  Society  for  Medical  Technology,  Adele  Spence.  Ph.D., 
President ;  American  Speech  and  Hearing  Association,  Morgan 
Downey,  Director  of  Governmental  Affairs;  National  Associa- 
tion of  Social  Workers,  Chauncey  A.  Alexander,  Executive 
Director. 

Prepared  Joint  Statement  of  the  American  Academy  op  Physician  Assist- 
ants, American  Association  of  Bioanalysts,  American  Dietetic  Associa- 
tion, American  Medical  Record  Association,  American  Occupational 
Therapy  Association,  American  Pharmaceutical  Association,  American 
Physical  Therapy  Association,  American  Psychological  Association, 
American  Association  for  Respiratory  Therapy,  American  Society  of 
Hospital  Pharmacists,  American  Society  for  Medical  Technology, 
American  Speech  and  Hearing  Association,  and  the  National  Associa- 
tion of  Social  Workers 

We,  the  thirteen  independent  professional  organization  signatories,  repre- 
sent a  nationwide  membership  of  394,000  health  care  professionals  other  than 
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physicians.  As  health  care  practitioners  we  have  a  strong  belief  in  the  dual 
commitments  of  the  Professional  Standards  Review  Organization  (PSRO) 
program :  cost  efficiency  and  effective  quality  care.  We  are  therefore  deeply 
concerned  that  PSRO  integrate  all  health  practitioners  into  the  review  pro- 
gram in  order  to  accomplish  PSRO  goals. 

The  Department  of  Health,  Education  and  Welfare  (DHEW)  has  suggested 
to  your  committee  a  few  legislative  recommendations  that  would  increase  par- 
ticipation of  health  care  practitioners  other  than  physicians  in  PSRO.  We  fully 
support  those  suggestions.  It  is  our  firm  conviction,  though,  that  their  recom- 
mendations do  not  entail  sufficient  changes  to  accomplish  the  objective. 

To  strengthen  the  proposals  made  by  DHEW  we  recommend  the  following 
(italic  indicate  our  modifications)  : 

A.  Expansion  of  the  National  Professional  Standards  Review  Council  by 
four  members,  one  dentist,  one  registered  professional  nurse  and  two  other 
health  care  practitioners  who  are  not  physicians. 

B.  Creation  of  a  Health  Care  Practitioners  Other  Than  Physicians  Ad- 
visory Committee  to  the  National  Professional  Standards  Review  Council 
and  the  Director  of  the  Health  Care  Finance  Administration,  charged  with 
the  responsibility  to  address  the  delivery  of  health  care  within  the  scope  of 
the  PSRO  legislation  and  the  experience  of  the  health  care  practitioner  other 
than  physician. 

RATIONALE  FOR  PROPOSED  CHANGES 

Current  legislation  fails  to  assure  participation  of  health  care  practitioners  other 
than  physicians  in  PSRO  review 

The  PSRO  amendments  of  1972  (PL-92-603)  and  the  report  of  the  Senate 
Committee  on  Finance  (R.  92-1230)  authorize  participation  of  health  care 
practitioners  other  than  physicians  in  the  PSRO  review  process.  In  Section 
1155(a)  (1)  of  PL  92-603  it  states: 

"Notwithstanding  any  other  provisions  of  law,  but  consistent  with  the  pro- 
visions of  this  part,  it  shall  (subject  to  the  provisions  of  subsection  (g) )  be 
the  duty  and  function  of  each  Professional  Standard  Review  Organization  for 
any  area  to  assume,  at  the  earliest  date  practicable,  responsibility  for  the 
review  of  professional  activities  in  such  area  of  physicians  and  other  health 
care  practitioners  and  institutional  and  noninstitutional  providers  of  health 
care  services  and  items  for  which  payment  may  be  made  (in  whole  or  in 
part)  under  this  Act.  .  ."  (italic  added). 

The  law,  consistent  with  the  concept  of  peer  review  upon  which  the  PSRO 
program  is  based,  specified  in  Section  1155(b)  the  use  of  other  health  care 
practitioners  in  the  review  of  their  own  services : 

"To  the  extent  necessary  or  appropriate  for  the  proper  performance  of  its 
duties  and  functions,  the  Professional  Standards  Review  Organization  serv- 
ing any  area  is  authorized  in  accordance  with  regulations  prescribed  by  the 
Secretary  to : 

"(1)  make  arrangements  to  utilize  the  services  of  persons  who  are  prac- 
titioners of  or  specialize  in  the  various  areas  of  medicine  (including  dentistry), 
or  other  types  of  health  care  which  person  shall,  to  the  maximum  extent 
practicable,  be  individuals  engaged  in  the  practice  of  their  profession  within 
the  area  served  by  such  organization  (italics  added)  ; 

"(2)  undertake  such  professional  inquiry  either  before  or  after,  or  both 
before  and  after,  the  provision  of  services  with  respect  to  which  such  organi- 
zation has  a  responsibility  for  review  under  subsection  (a)  (1)." 

In  March  1974,  the  PSRO  Program  Manual  in  Chapter  VII,  Section  730 
further  defined  participation  of  health  care  practitioners  other  than  physicians : 

"Health  care  is  provided  by  practitioners  of  a  wide  variety  of  health  care 
disciplines.  Review  of  care  provided  by  non-physician  health  care  practitioners 
should  be  performed  by  their  peers.  Thus,  while  the  PSRO  retains  ultimate  re- 
sponsibility for  the  decisions  made  under  its  aegis,  it  should  seek  the  par- 
ticipation of  all  health  care  practitioners  in  the  development  of  criteria  and 
standards  and  in  the  selection  of  norms  for  their  profession ;  in  the  establish- 
ment of  mechanisms  to  review  the  care  provided  by  each  type  of  practitioner ; 
and  in  the  actual  review  of  that  care." 

Whereas,  the  law  in  1972  and  related  documents  in  1974  indicate  the  need 
for  participation  of  all  health  care  practitioners  other  than  physicians  in  the 
PSRO  review  program,  we  find,  in  1978,  practitioners  other  than  physicians 
across  the  country  are  usually  excluded  from  the  PSRO  program.  This  is 
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reflected,  quite  graphically,  in  analysis  of  the  Medical  Care  Evaluation 
Studies  done  in  the  first  two  quarters  of  1977.  Of  3,687  studies,  15%  included 
nurses,  but  only  1%  included  any  of  the  wide  range  of  other  health  care 
practitioners. 

We  feel  the  failure  of  the  current  legislation  to  accomplish  an  integrated 
review  program  indicates  the  need  for  the  changes  we  have  proposed. 

Contemporary  health  care  process  mandates  enactment  of  these  proposals  to- 
increase  the  role  of  health  care  practitioners  other  than  physicians  in  PSRO 

Health  care  today  is  dependent  on  a  multiplicity  of  services.  Nursing,  phar- 
maceutical, technological,  nutritional,  rehabilitative,  psychological,  visual, 
dental,  social  and  other  services  all  play  important  roles  in  the  coordinated 
team  approach  which  every  patient  requires.  The  physician  must  rely  upon 
the  professional  judgment  of  other  health  professionals  with  training  and 
experience  in  areas  which  were  not  emphasized  in  the  physician's  training 
and  are  not  regularly  part  of  the  physician's  daily  practice. 

The  training  and  practice  of  each  health  care  practitioner  is,  to  a  major 
degree,  unique  in  content.  The  basic  and  graduate  level  educational  require- 
ments for  each  profession  are  distinct  in  character  and  individually  designed 
to  meet  the  specialized  needs  of  each  profession's  practice.  The  uniqueness  of 
each  profession  mandates  the  need  for  providers  of  a  service  to  assess  both 
the  economy  and  quality  of  services  delivered  by  their  peers. 

Coordination  of  the  wide  array  of  health  care  services  is  an  essential 
aspect  of  economy  in  quality  health  care.  The  review  of  patient  care  cannot 
address  the  problems  of  coordination  unless  all  members  of  the  health  care 
team  are  involved.  Multidisciplinary  review  is  now  encouraged  by  the  national 
PSRO  administration.  It  is  not  likely  to  become  commonplace  unless  it 
receives  further  national  support,  due  to  the  all-too-common  barriers  between 
physicians  and  health  care  practitioners  other  than  physicians. 

In  light  of  the  integral  role  played  by  the  health  care  practitioners  other 
than  physicians  in  the  health  care  system,  we  believe  that  there  is  a  clear 
need  to  strengthen  their  participation  in  the  PSRO  program. 

Effective  national  administration  of  PSRO  is  enhanced  oy  these  proposals 

Currently,  there  is  no  formal  national  structure  available  to  health  care- 
practitioners  other  than  physicians  to  act  as  resources  to  the  highest  ad- 
ministrative level.  If  PSROs  are  to  serve  as  a  catalyst  for  improving  the 
efficiency  and  quality  of  health  care  by  physicians  and  other  health  pro- 
fessionals through  systematic  peer  review  of  health  services,  it  is  essential 
that  representatives  of  non-physician  health  care  disciplines  are  formally  in- 
volved at  the  national  level.  Input  at  the  highest  administrative  level  from 
health  care  practitioners  other  than  physicians  would  assure  that  national 
policies,  procedures,  guidelines,  and  regulations  support  the  necessary  in- 
volvement of  health  care  practitioners  other  than  physicians.  They  can  pro- 
vide expertise  on  review  issues  related  to  the  diverse  specialty  fields  repre- 
sented. With  the  recent  initiation  of  long  term  care  and  specialty  hospital 
review,  which  are  particularly  dependent  on  health  care  practitioners  other 
than  physicians,  the  inclusion  of  practitioners  other  than  physicians  at  the 
national  level  is  most  timely. 

SUMMARY 

We  recommend  expanding  the  National  Professional  Standards  Review 
Council  to  four  health  care  practitioners  other  than  physicians  (one  nurse, 
one  dentist,  and  two  other  health  care  practitioners)  and  establishing  an 
Advisory  Committee  of  health  care  practitioners  other  than  physicians  to  the 
Health  Care  Finance  Administration  and  National  Professional  Standards 
Review  Council.  These  changes  would  enable,  we  believe,  the  kind  of  patient 
care  review  that  was  authorized  in  PL  92-503  but  has  not,  as  yet,  been  ac- 
complished. 

We  feel  that  the  review  of  patient  care  so  that  it  effectively  and  efficiently 
meets  the  needs  of  the  American  population  must  involve  the  active  par- 
ticipation of  health  practitioners  other  than  physicians  who  make  significant 
contributions  to  that  care.  The  characteristics  of  contemporary  health  care- 
require  coordination  of  highly  individualized  and  unique  services.  The  re- 
view of  these  services  should  also  be  multidisciplinary.  Increasing  the  op- 
portunity for  all  health  care  practitioners  to  act  as  resources  at  the  national 
policy  level  should  accomplish  this  goal. 
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American  Association  of  Nurse  Anesthetists, 

Chicago,  III.,  June  16,  1978, 

Hon.  Daniel  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  On  behalf  of  the  American  Association  of  Nurse 
Anesthetists,  I  would  like  to  take  this  opportunity  to  submit  comments  for  the 
record  in  conjunction  with  the  Subcommittee's  hearings  on  possible  amend- 
ments  to  the  Medicare  Program.  In  recognition  of  the  limitations  imposed  by 
the  current  budget  resolution,  the  Association  will  speak  to  an  issue  which  has 
the  potential  for  significant  impact  on  the  administration  of  the  Medicare 
Program :  non-physician  participation  in  Professional  Standards  Review  Orga- 
nizations (PSRO). 

Certified  Registered  Nurse  Anesthetists  (CRNA's)  are  concerned  with  peer 
review  activities  both  in  respect  to  the  quality  of  care  and  to  the  economics 
related  to  the  provision  of  anesthesia  services.  The  American  Association  of 
Nurse  Anesthetists  is  a  professional  organization  whose  membership  is  com- 
prised of  approximately  15,000  actively  practicing  CRNA's.  Currently,  CRNA's 
are  on  record  as  providing  at  least  half  of  all  of  the  anesthesia  services  in 
hospitals  throughout  the  United  States;  also,  in  approximately  forty  percent 
(40%)  of  the  hospitals  throughout  the  country,  Nurse  Anesthetists  are  the 
sole  providers  of  anesthesia  services.  It  is  the  position  of  the  Association  and 
its  members  that  peer  review  activities  should  be  expanded  to  include  non- 
physician  participation. 

The  concept  of  peer  review  is  one  of  the  philosophical  foundations  of  the 
PSRO  program.  The  report  of  the  Senate  Committee  on  Finance  (S.  Rept. 
92-1230)  accompanying  the  PSRO  amendments  of  1972  supported  the  asser- 
tion that  each  health  profession  is  best  able  to  evaluate  the  quality  of  the 
health  care  which  it  provides.  Non-physicians  are  integrally  involved  with  the 
health  care  system,  and  just  as  physicians  should  assess  the  services  which 
are  provided  by  other  physicians,  other  health  care  practitioners  should  re- 
view services  which  are  provided  by  their  respective  peers. 

Time  and  expenses  can  be  saved,  and  the  quality  of  patient  care  can  be  im- 
proved if  PSRO's  have  the  capability  of  utilizing  a  health  care  professional 
with  education,  training  and  experience  in  the  area  to  be  reviewed.  If  quality 
review  is  to  be  the  end  result  of  PSRO  activity,  the  health  professional  who 
provides  a  service  must  be  able  to  assess  the  utilization  or  quality  of  that 
service  as  delivered  by  his  or  her  peers. 

As  the  law  concerning  PSRO's  is  presently  written,  no  health  professional 
other  than  physicians  are  required  to  serve  on  a  PSRO.  It  is  the  belief  of 
the  American  Association  of  Nurse  Anesthetists  that  the  end  product  of  a 
PSRO  can  only  be  enhanced  by  the  inclusion  of  other  health  professionals  in 
the  review  process.  The  existing  PSRO  structure  can  only  serve  to  diminish 
potential  effectiveness,  and  reduce  the  credibility  of  a  PSRO's  work  product. 

Mr.  Chairman,  the  Association  and  its  members  appreciate  having  the  op- 
portunity to  present  this  statement.  It  is  our  position  that  non-physician 
health  car  practitioners  must  be  included  in  the  Professional  Standards  Re- 
view Organizations  if  those  organizations  are  ever  to  operate  with  optimal 
effectiveness.  If  such  legislation  were  to  be  adopted,  a  significant  improve- 
ment in  the  Medicare  program  would  be  realized  with  a  minimal  outlay  of 
expense. 

Sincerely, 

J.  Martin  Stone, 
Executive  Director'. 


American  Congress  of  Rehabilitation  Medicine, 

Houston,  Tex.,  June  22,  1978. 

Hon.  Daniel  Rostenkowski, 

Chairman,  Health  Subcommittee,  House  Committee  on  Ways  and  Means, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  As  Legislative  Chairman  of  the  American  Congress  of 
Rehabilitation  Medicine  ("ACRM"),  I  am  writing  to  support  a  number  of 
changes  which  have  been  suggested  with  regard  to  Medicare  coverage  and 
benefits.  The  ACRM  is  a  multi-disciplinary  organization  of  health  profes- 
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sionals  who  practice  in  the  field  of  rehabilitation.  Those  professional  in  the 
organization  include  physicians,  nurses,  physical  therapists,  occupational  thera- 
pists, speech  pathologists,  audiologists,  and  rehabilitation  counselors  and  social 
workers.  The  organization  is  approximately  3,000  members  strong.  Our  major 
concern  has  been  the  development  of  comprehensive  rehabilitation  programs  on 
both  an  inpatient  and  outpatient  basis  and  research  and  training  efforts  in  the 
field  of  medical  rehabilitation. 

We  would  strongly  endorse  a  number  of  suggested  changes  which  are  topics 
for  the  hearings  which  your  Subcommittee  is  presently  holding.  In  that  con- 
nection, I  would  appreciate  it  if  this  letter  could  be  inserted  in  the  hearing 
record. 

First,  for  a  number  of  years  we  have  jointly  supported  expanding  the  out- 
patient rehabilitation  provisions  in  Part  B  of  Medicare  with  such  organiza- 
tions as  the  National  Easter  Seal  Society  for  Crippled  Children  &  Adults, 
the  Association  of  Rehabilitation  Facilities  and  the  American  Occupational 
Therapy  Association.  Again,  this  year,  there  are  bills  pending  before  your 
Subcommittee  and  recommendations  dealing  with  the  expansion  of  this  pro- 
vision. As  you  know,  the  current  outpatient  rehabilitation  benefit,  with  re- 
spect to  free-standing  rehabilitation  facilities  and  clinics,  is  limited  to  physical 
therapy  and  speech  therapy.  In  a  hospital  setting,  however,  rehabilitation 
services  on  an  outpatient  basis  which  are  reimbursable  include  not  only 
physical  therapy  and  speech  therapy  but  occupational  therapy,  medical  social 
servcies,  psychological  services  and  services  related  to  the  fitting  of  prostheses 
and  orthotic  devices.  In  this  connection,  we  endorse  H.R.  11139,  introduced  by 
Congressman  Mikva,  which  would  establish  outpatient  rehabilitation  clinics 
as  providers  entitled  to  reimbursement  for  the  same  services  which  a  hospital 
outpatient  department  would  be  entitled  to.  In  particular,  we  are  very  inter- 
ested in  seeing  that  occupational  therapy  is  added  as  a  service  which  may  be 
reimbursed  by  Medicare  when  provided  in  a  free-standing  rehabilitation  fa- 
cility. Occupational  therapy,  physical  therapy  and  speech  therapy,  together 
with  physician  services,  are  the  major  components  of  outpatient  rehabilita- 
tion programs.  If  the  Subcommittee  feels  that  it  cannot  expand  the  outpatient 
rehabilitation  benefit  as  far  as  that  which  is  defined  in  H.R.  11139,  we  would 
strongly  suggest  that  the  Subcommittee  at  least  include  occupational  therapy 
as  a  reimbursable  service.  It  is  a  critical  service  to  the  delivery  of  rehabilita- 
tion care:  equally  as  important  as  physical  therapy  or  speech  therapy. 

If  one  had  to  prioritize  the  importance  of  services  delivered  in  an  out- 
patient rehabilitation  facility,  the  other  service  which  should  be  added  to  those 
which  Medicare  would  reimburse  under  Part  B  would  be  medical  social 
services.  Like  physical  therapy,  speech  therapy  and  occupational  therapy, 
medical  social  services  are  reimbursed  when  provided  in  an  outpatient  depart- 
ment of  a  hospital  and  are  covered  if  provided  on  an  inpatient  basis  in  a 
hospital  or  a  skilled  nursing  facility. 

Second,  we  would  urge  the  Subcommittee  to  amend  the  home  health  pro- 
visions under  Part  B  to  eliminate  the  requirement  that  substantially  re- 
stricts the  availability  of  occupational  therapy.  Occupational  therapy  is  re- 
imbursable under  Part  B  as  a  home  health  benefit  only  if  the  patient  needs 
either  physical  therapy  or  speech  therapy  services.  Occupational  therapy,  as 
argued  above,  is  one  of  the  four  essential  services  in  an  outpatient  rehabilita- 
tion program  whether  provided  in  the  home  or  in  an  outpatient  facility.  It 
should  not  be  treated  as  an  incidental  service  to  physical  therapy  or  speech 
therapy  but  rather  should  be  reimbursable  whenever  it  is  needed  and  pre- 
scribed by  a  physician.  Both  of  the  provisions  which  we  endorse  with  regard 
to  occupational  therapy,  inclusion  in  the  outpatient  rehabilitation  benefit  under 
Part  B,  and  inclusion  without  the  existing  restrictions  described  above  as  a 
home  health  benefit,  are  endorsed  by  the  American  Occupational  Therapy  As- 
sociation. 

Finally,  we  would  urge  the  Subcommittee  to  eliminate  the  second  waiting 
period  under  Medicare  since  it  does  operate  to  discourage  disabled  people 
from  entering  competitive  employment.  Obviously,  eliminating  the  second  24 
month  waiting  period  is  just  a  small  step  toward  providing  adequate  medical 
coverage  for  disabled  individuals.  In  the  past,  we  and  other  organizations 
representing  the  disabled  and  providers  of  rehabilitation  care  have  argued 
that  the  24  month  waiting  period  should  be  eliminated  entirely.  As  you  know, 
there  is  already  a  5  month  waiting  period  before  an  individual  who  has  ap- 
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plied  for  disability  insurance  benefits  becomes  a  beneficiary.  That  is  clearly 
a  sufficient  time  within  which  to  determine  that  there  is  a  disability  that 
will  last  a  year  or  longer.  It  is  too  long  to  prevent  further  disabling  effects. 
Delay  of  access  to  comprehensive  rehabilitation  services  under  Medicare 
equals  complication.  Postponing  Medicare  coverage  beyond  that  initial  5 
month  period  simply  serves  to  delay  coverage  until  a  point  in  time  at  which 
the  disability  is  usually  beyond  the  point  of  remediation.  While  the  24  month 
waiting  period  does  serve  to  reduce  Medicare  payments,  it  probably  serves  to 
increase  disability  insurance,  SSI  and  Medicaid  payments  when  there  is  no 
other  coverage  available  to  pick  up  the  necessary  inpatient  and  outpatient 
medical  rehabilitation  costs.  The  medical  rehabilitation  costs  which  could  be 
financed  to  a  large  extent  under  Medicare,  though  with  some  substantial 
limits,  can  really  make  a  difference  in  the  functional  ability  of  the  dis- 
abled. Evidence  from  a  number  of  studies  dealing  with  the  spinal  cord  in- 
jured show  that  medical  rehabilitation  on  an  inpatient  and  outpatient  basis, 
provided  in  a  timely  fashion,  will  restore  a  spinal  cord  injured  person  to  75% 
to  80%  of  his  or  her  functional  ability ;  that  same  person  entered  the  health 
care  system  with  his  or  her  functional  ability  at  very  close  to  0.  Coverage 
which  is  delayed  until  24  months  after  disability  insurance  benefits  are  paid, 
will  not  provide  the  inpatient  and  outpatient  rehabilitation  services  at  the 
point  in  time  when  they  are  needed  and  possibly  most  effective. 

While  you  are  not  considering  the  elimination  of  the  first  24  month  waiting 
period,  we  did  want  to  make  known  our  serious  reservations  about  its 
effectiveness  as  a  cost  control  device.  Clearly,  eliminating  the  second  24  month 
waiting  period  will  not  be  anywhere  near  as  effective  in  terms  of  financing 
needed  medical  rehabilitation  care  as  elimination  of  the  first  24  month  wait- 
ing period.  Elimination  of  the  second  period  would  serve  a  number  of  im- 
portant purposes,  however.  Severely  disabled  people  often  need  continuing 
medical  care  to  deal  with  the  residual  health  problems  associated  with  their 
disability.  An  example  of  this  is  the  spinal  cord  injured  person  who  will  often 
need  continuing  medical  care  to  deal  with  bladder  and  neurological  problems 
that  may  continue  throughout  their  lives.  The  care  that  these  people  need  may 
not  necessarily  be  medical  rehabilitation  care,  but  rather  a  continuing  pri- 
mary care.  Eliminating  the  second  24  month  waiting  peroid  will  provide  some 
assurance  to  these  individuals  that  their  health  care  needs  will  be  taken 
care  of  despite  the  risk  of  becoming  unemployed  again  after  reentering  the 
labor  market.  This  is  a  serious  risk  and  without  the  elimination  of  the 
second  24  month  waiting  period,  it  is  a  significant  enough  risk  to  discourage 
many  disabled  people  from  taking  jobs  and  leaving  the  disability  insurance 
rolls. 

We  appreciate  very  much  your  concern  for  the  disabled  of  this  country  as 
evidenced  by  your  consideration  of  provisions  to  eliminate  the  second  24  mouth 
waiting  period  and  to  expand  rehabilitative  services  under  Part  B  of  Medicare. 

Sincerely, 

William  A.  Spencer.  M.D.. 
Chairman,  Legislative  Committee. 


Statement  of  the  American  Federation  of  Labor  and  Congress  of  Industrial 

Organization 

Medicare  presently  covers  less  than  half  of  the  total  personal  health  care 
expenditures  of  the  elderly — leaving  uncovered  an  average  health  bill  much 
larger  than  before  Medicare  became  law.  Pending  enactment  of  a  National 
Health  Program,  Medicare  should  be  expanded  to  provide  a  greater  range  of 
health  services.  We  are  aware  that  the  Congressional  Budget  Resolution  for 
fiscal  year  1979  provided  for  only  a  small  additional  expenditure  for  Medi- 
care improvements  and  that  changes  resulting  in  significant  cost  increases  are 
not  feasible  at  this  time.  Among  the  limited  options  of  the  Subcommittee  has 
been  under  consideration,  the  AFL-CIO  urges  that  priority  be  given  to  the 
following. 

possible  revision  in  reimbursement  provisions 

While  Medicare  is  an  excellent  program  and  has  contributed  enormously  to 
the  protection  against  the  cost  of  health  care  so  vital  to  the  well  being  of 
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our  aged  citizens,  it  has  done  almost  nothing  to  overcome  the  problems  in-  1 
herent  in  the  health  care  system.  The  cost  reimbursement  prescribed  in  the  I 
law  impartially  rewards  quality  and  subsidizes  inefficiency.  The  law's  reason-  I 
able  charge  reimbursement  for  doctors  requires  payment  on  the  basis  of  what-  | 
ever  doctors  in  an  area  customarily  charge.  And  every  additional  service,  so 
long  as  it  cannot  be  disallowed  as  clearly  unnecessary,  permits  another 
charge  and  another  Medicare  payment. 

For  example,  under  present  law,  physician  fees  are  defined  as  those  which  I 
do  not  exceed  the  75th  percentile  of  actual  charges  in  a  given  area.  After  I 
that,  allowable  charges  may  be  increased  in  the  aggregate  only  to  the  extent  I 
.justified  by  indexes  reflecting  changes  in  cost  of  physician's  practice  and  in 
earnings  levels. 

From  the  inception  of  the  Medicare  program,  the  AFL-CIO  pointed  out 
that  the  reimbursement  formula  for  physicians  was  biased  in  favor  of  escala-  i 
tion  of  fees  and  against  adequate  cost  controls.  Reimbursement  of  physicians  I 
hased  on  "prevailing"  charges  is  an  open  invitation  to  doctors  in  a  seller's  I 
market  for  medical  services  to  increase  their  charges  so  that  the  new  higher 
level  of  charges  will  have  to  be  considered  "prevailing."  Much  better  results 
Would  be  obtained  by  contractual  relationships  with  providers  of  medical  care 
and  negotiated  fee  schedules. 

Under  present  law,  a  Medicare  patient  can  pay  the  doctor  by  either  of  two  1 
methods.  One  is  the  assignment  method  and  the  other  direct  billing.  By  the  |j 
first  method,  the  patient  assigns  his  medical  claim  to  the  doctor.  He  has  to  | 
pay  the  $60  deductible  if  not  previously  paid  during  the  year  and  20  per-  I 
cent  coinsurance.  The  doctor  receives  the  remainder  directly  from  Medicare  I 
With  direct  billing,  the  patient  generally  pays  the  total  bill  and  submits  the  ! 
receipted  bill  to  the  "fiscal  intermediary"  and  waits  for  reimbursement,  less 
deductible  and  coinsurance. 

The  advantages  of  the  assignment  method  seem  obvious.  The  patient  avoids 
the  burden  of  having  to  put  up  large  sums  of  money  which  an  aged  person  ! 
typically  does  not  have.  The  doctor  fills  out  a  short  government  form  which, 
because  it  is  standardized,  makes  for  easier  administration  and  is  more  apt  : 
to  be  filled  out  correctly  given  the  doctor's  experience  in  filling  out  such  j 
forms. 

At  first  glance,  it  would  seem  that  everyone  would  want  to  use  the  assign- 
ment method.  The  difficulty  is  that  if  the  doctor  agrees  to  accept  assignment, 
they  also  agree  to  accept  the  "reasonable  and  customary  fee"  as  determined 
by  the  Social  Security  Administration.  If  they  use  direct  billing,  they  may 
charge  what  they  please  and  the  patient  has  to  pick  up  the  difference.  The  I 
patient  finds  out  how  much  more  he  or  she  has  to  pay  only  after  receiving 
reimbursement  from  Medicare. 

As  an  alternative  to  the  law's  present  approach,  we  urge  a  negotiated  fee 
schedule.  Physicians  should  then  be  required  to  accept  such  fee  schedules  in  I 
full  payment  for  services  rendered.  However,  to  be  fully  effective  such  fee  I 
schedules  should  be  applied  across-the-board,  not  just  to  Medicare.  Other-  I 
wise  physicians  would  likely  raise  their  fees  for  private  patients,  thereby 
creating  two  levels  of  care:  one  level  for  private  patients  and  another  level  j 
for  Medicare  beneficiaries. 

In  the  interim,  pending  the  development  of  a  fee  schedule  for  the  Medicare 
program,  the  rising  cost  situation  indicates  a  need  for  immediate  action.  The  | 
most  desirable  and  fairest  short-term  solution  is  to  require  doctors  to  accept  j 
assignments  and  abide  by  the  "reasonable  and  customary  fee."  This  will  in-  | 
sure  that  cost  saving  efforts  will  not  be  at  the  expense  of  poverty  stricken  | 
older  people. 

If  Congress  insists  on  continuing  direct  billing,  the  intermediary  at  least 
should  publish  the  "reasonable  and  customary  fee"  range  for  each  procedure 
and  that  list  should  be  conspicuously  posted  in  the  doctor's  office.  The  patients 
would  know  at  the  time  they  pay  the  bill  how  much  additional  they  will  have  I 
to  pay  above  the  "reasonable  and  customary  fee."  Now  they  only  find  out 
sometime  after  paying  the  bill. 

HOME   HEALTH  SERVICES 

We  believe  it  essential  to  broaden  home  health  services  in  order  to  provide  I 
a  major  alternative  to  costly  institutional  care.  Unfortunately,  there  is  still 
confusion  as  to  what  Congress  intended  in  regard  to  home  health  care  benefits  j 
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under  the  Medicare  program.  The  program  has  been  administered  much  too 
narrowly,  consisting  primarily  of  home  nursing  services  rather  than  aiming  at 
the  goals  of  coordinated  multidisciplinary  services  provided  to  patients  in  their 
homes. 

The  program  has  created  a  barrier  between  the  health  needs  and  the  social 
needs  of  homebound  patients.  Services  to  keep  the  home  clean,  to  prepare 
meals  and  to  transport  patients  to  health  services  are  aften  as  important  in 
preventing  institutionalization  of  patients  as  direct  health  services  them- 
selves. Indeed  they  may  be  vital  to  health  and,  in  some  cases,  to  life  itself. 
The  Medicare  program  should  include  services  of  these  kinds  to  increase  the 
possibility  of  appropriate  choice,  to  reduce  expensive  institutionalization  and 
to  meet  essential  health  needs  of  many  beneficiaries. 

The  number  of  reimbursable  home  visits  should  be  increased  beyond  the 
100  now  set  as  the  maximum  in  each  of  the  two  programs,  Part  A  and  Part 
B.  The  program  also  should  provide  a  life-time  reserve  similar  to  the  life-time 
reserve  for  hospitalization  in  Part  A  of  Medicare.  In  addition,  the  require- 
ment that  a  patient  must  be  hospitalized  for  3  days  to  be  eligible  for  home 
health  services  under  Part  A  should  be  eliminated.  Too  many  patients  are 
unnecessarily  institionalized  for  the  purpose  of  establishing  eligibility  for 
home  health  services  or  placed  in  costly  hospitals  or  extended  care  facilities 
because  appropriate  home  health  services  are  not  available. 

Since  home  health  services  of  the  Medicare  program  are  task-oriented 
rather  than  need-oriented,  services  are  too  often  delivered  in  a  fragmented 
fashion.  The  program  should  encourage  non-profit  HMO-type  organizations 
that  would  provide  (directly  or  by  contract)  and  coordinate  the  wide-range 
of  required  services  including  institional  care.  Financing  should  be  based 
on  prepaid  per  capita  payments  utilizing  prospective  budgeting.  We  believe 
home  health  services  and  institutional  services  should  be  coordinated  within 
one  capitation  payment.  This  represents  the  best  approach  for  insuring  that 
the  patient  receive  the  appropriate  services  combined  with  effective  cost  con- 
trols. 

MEDICARE    ENTITLEMENT    PROVISIONS    FOR   THE  DISABLED 
(POTENTIAL  DISINCENTIVES  FOR  REEMPLOYMENT) 

In  1972,  Medicare  coverage  was  extended  to  disability  beneficiaries.  How- 
ever, Congress  provided  that  such  coverage  would  not  be  available  until  the 
beneficiary  had  been  entitled  to  cash  benefits  for  not  less  than  24  months. 
This  provision  has  been  interpreted  to  mean  that  if  an  individual  attempts  to 
return  to  work  and  then  a  year  later  regresses  and  once  again  becomes  en- 
titled to  disability  benefits,  he  or  she  must  wait  another  24  months  before 
entitlement  to  Medicare  coverage.  This  is  a  powerful  disincentive  to  re- 
habilitation and  work  activity. 

The  Congress  should  rescind  the  requirement  that  a  terminated  beneficiary 
returning  to  disability  status  serve  a  second  two-year  waiting  period.  Con- 
gress in  1960  eliminated  the  second  waiting  period  for  disability  cash  benefits 
for  those  who  had  gone  back  to  work  and  then  became  eligible  for  benefits 
within  5  years.  The  elimination  of  the  second  year  waiting  period  would 
serve  a  similar  purpose. 

PRACTITIONERS'  SERVICES 

Care  of  patients  should  only  be  entrusted  to  those  who  have  a  sound 
scientific  knowledge  of  disease  and  whose  experience  and  competence  render 
them  capable  of  diagnosing  and  treating  patients  by  utilizing  all  the  re- 
sources of  modern  medicine. 

Quality  health  care  was  a  major  issue  during  Congressional  consideration 
of  Medicare  coverage  of  chiropractic  services.  The  Congress  dealt  with  the 
issue  by  limiting  such  coverage.  The  AFL-CIO  does  not  believe  that  chiro- 
practors should  attempt  to  perform  the  functions  of  physicians  or  surgeons 
for  which  they  are  unqualified.  Where  they  attempt  to  perform  such  func- 
tions, we  oppose  such  practices.  Until  adequate  research  indicates  to  the  con- 
trary, chiropractic  services  should  be  restricted  to  treatment  of  subluxation  of 
the  spine,  the  particular  condition  that  falls  within  the  competency  of  chiro- 
practors, plus  related  and  necessary  X-rays,  physical  examinations  and  diag- 
nostic services  to  assure  that  chiropractic  treatment  is  in  order. 
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COVERAGE  OF  MEDICARE  SERVICES  OUTSIDE  THE  UNITED  STATES 

Under  present  law,  Medicare  coverage  is  provided,  with  few  limited  excep- 
tions, only  for  hospital  and  medical  services  rendered  within  the  United 
States.  This  means  that  many  Americans  living  abroad  have  paid  a  Medicare 
tax  during  their  working  lives  but  are  unable  to  receive  any  Medicare  bene- 
fits. 

This  restriction  in  coverage  results  from  the  administrative  difficulties  in- 
volved in  determining  in  foreign  countries  medical  necessity  for  patient 
services,  the  qualifications  of  medical  personnel  and  hospitals,  and  whether 
the  payments  made  are  appropriate  for  the  services  rendered.  Neither  ex- 
*£>nsive  studies  by  the  Social  Security  Administration  nor  the  Congress  have 
succeeded  in  finding  any  fully  satisfactory  solutions.  But  efforts  should  be 
made  to  correct  the  injustice  even  though  it  may  not  be  possible  to  correct 
all  the  inequities  or  resolve  all  the  problems. 

Congressman  Rostenkowski  has  introduced  a  bill,  HR  8243,  that  offers 
workable  arrangements  for  assuring  medical  coverage  for  beneficiaries  who 
may  be  travelling  or  living  outside  the  United  States.  We  urge  passage  of 
this  bill  which  will  modify  the  restrictive  provisions  of  the  Medicare  law  with 
respect  to  Medicare  services  outside  the  United  States. 

In  conclusion,  we  must  emphasize  that  the  problems  that  plague  the  Medi- 
care program  are  a  reflection  of  the  problems  of  the  whole  health  care  system 
and  cannot  be  dealt  with  on  a  piecemeal  basis.  Passively  spending  more  dol- 
lars, as  we  are  now  doing,  without  making  substantial  changes  in  the  system 
will  only  drive  up  costs  without  improving  the  quality  of  care  The  only 
satisfactory  solution  is  a  national  health  program.  A  comprehensive  com- 
pulsory health  insurance  program  for  the  whole  population  offers  the  best 
means  for  providing  good  health  care  for  all  age  groups — including  the 
elderly. 


Statement  of  the  American  Health  Care  Association 

The  American  Health  Care  Association  (AHCA)  appreciates  this  opportunity 
to  present  its  views  on  several  of  the  proposed  amendments  to  the  Medicare 
program.  We  commend  the  Subcommittee  for  recognizing  the  need  to  improve 
the  Medicare  program  so  that  it  may  be  more  effective  in  meeting  the  needs 
of  its  beneficiaries  and  participating  providers.  While  we  understand  the  leg- 
islative necessity  for  limiting  the  Subcommittee's  consideration  to  a  series  of 
technical  amendments,  it  would  be  our  hope  that  the  Subcommittee  could  ad- 
dress issues  of  broader  reform  under  the  Medicare  program  at  the  beginning 
of  the  next  Congress. 

AHCA  is  the  nation's  largest  association  of  nursing  home  providers  with  a 
membership  of  more  than  7,500  facilities  or  approximately  50%  of  all  skilled 
and  intermediate  care  facilities.  The  total  bed  capacity  of  our  membership  ex- 
ceeds 600,000.  Included  within  our  membership  are  both  proprietary  and  non- 
proprietary facilities  (the  latter  consisting  of  approximately  20%  of  the  mem- 
bership). We  have  a  vital  interest  in  the  Medicare  program  and  strongly  sup- 
port your  efforts  in  these  hearings. 

We  will  confine  our  comments  to  those  issues  outlined  in  the  subcommittee's 
resource  document  on  Medicare  Issues  dated  June  16,  1978  which  affect  the 
provision  of  long-term  care  services. 

HOME   HEALTH  BENEFITS 

While  the  primary  interest  of  AHCA  is  in  the  delivery  of  health  services 
in  long-term  facilities,  we  recognize  the  need  to  address  a  broader  spectrum 
of  issues  relating  to  the  health  care  needs  of  the  elderly  and  chronically  ill. 
We  therefore  wish  to  present  our  views  on  the  Subcommittee's  consideration 
of  several  amendments  relating  to  Medicare  coverage  of  home  health  benefits. 

At  the  outset,  we  would  suggest  that  we  lay  aside  the  political  rhetoric 
about  creating  "alternatives  to  institutional  care"  and  agree  to  focus  at- 
tention on  the  actual  needs  of  those  requiring  health  care.  It  is  clear  to 
experts  in  the  health  care  professions  and  those  in  government  who  look  at 
the  real  world  that  many  elderly  and  chronically  ill  Americans  are  in  need 
of  services  but  are  not  receiving  them.  What  is  necessary  is  a  far  broader 
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range  of  health  care  services  and  delivery  mechanisms  than  is  now  available. 
To  the  extent  that  elimination  of  restrictions  on  availability  of  and  accessi- 
bility to  home  health  benefits  promotes  the  development  of  additional  services, 
AHCA  recommends  passage  of  the  four  proposals  set  out  in  the  staff  document 
as  "(7)  Liberalization  of  Medicare  home  health  benefits." 

It  is  the  individual  who  must  be  the  focal  point  of  the  health  care  system. 
An  impersonal  system  of  rules  and  regulations  which  provides  only  for  in- 
stitutionalization is  totally  insensitive  to  the  differing  needs  of  the  elderly 
population.  Likewise,  the  system  "which  says  that  institutionalization  must  be 
avoided  because  of  its  dehumanizing  effects,  fails  to  recognize  that  institutional 
care  is  often  essential  and  cannot  be  substituted  for  by  other  means. 

We  believe  that  an  informed  decision  to  provide  health  services  must  begin 
with  a  comprehensive  evaluation  of  the  individual's  medical,  social  and  fi- 
nancial circumstances.  Only  then  can  a  judgment  be  made  as  to  the  ap- 
propriate level  of  care  and  arrangements  made  for  the  best  combination  of 
health  and  social  services  available  in  the  community.  The  objective  of  our 
long-term  health  care  system  must  be  to  assure  that  the  decisions  made  are 
based  on  facts,  careful  planning  and  meaningful  consumer  choice.  That  proc- 
ess might  say  the  best  way  to  meet  an  individual's  needs  is  through  nurs- 
ing home  care  of  it  might  determine  that  it  is  possible  to  put  together  the 
necessary  resources  to  meet  the  needs  at  home. 

While  AHCA  recognizes  the  need  to  expand  home  health  care  services,  we  be- 
lieve it  would  be  a  serious  mistake  to  encourage  the  growth  of  home  health 
agencies  without  first  considering  the  adoption  of  meaningful  standards  of 
service  and  requiring  or  strongly  encouraging  state  licensure.  Standards  of 
quality  assurance  should  be  the  equivalent  in  scope  and  application  as  present 
standards  for  licensed  long-term  care  facilities,  especially  in  the  areas  of  ad- 
ministration, patient  records,  financial  controls,  utilization  review,  and  pa- 
tients' rights. 

Furthermore,  licensure  laws  and  federal  laws  and  regulations  should 
specifically  encourage  the  growth  and  development  of  home  health  agencies 
operated  in  conjunction  with  existing  licensed  health  care  facilities.  Nursing 
homes,  for  example,  have  all  the  resources  necessary  to  delivery  outpatient 
home  health  services,  can  do  so  with  very  little  new  capital  expenditures,  and 
already  satisfy  many  of  the  requirements  which  should  be  part  of  any  home 
health  service  operation. 

AHCA  would  like  to  call  particular  attention  to  the  existing  Medicare 
licensing  requirement  for  proprietary  organizations  which  severely  restricts 
the  ability  of  nursing  homes  to  provide  home  health  care  services.  Section 
1861  (o)  of  the  Social  Security  Act  provides  that  a  home  health  agency  cannot 
be  a  proprietary  organization  unless  it  is  licensed  under  state  law.  Thus,  while 
non-profit  organizations  can  become  certified  for  Medicare  certification  in  50 
states,  proprietary  organizations  can  be  certified  only  where  a  state  has  en- 
acted a  specific  licensure  law  and  the  organization  becomes  licensed.  To  date, 
only  20  states  have  enacted  licensure  laws.  The  result  is  that  many  in- 
dividuals who  should  be  receiving  services  are  not  because  non-profit  organi- 
zations do  not  have  adequate  resources  in  states  without  licensure  require- 
ments. 

In  our  view,  there  is  no  valid  reason  for  Medicare  to  discriminate  against 
proprietary  organizations.  The  quality  of  care  delivered  does  not  depend  on 
whether  the  organization  is  profit  or  non-profit.  In  fact,  continuation  of  this 
discrimination  is  anticompetitive,  wasteful  and  assures  a  continuing  lack  of 
access  to  home  health  services  by  a  population  in  need  of  such  services.  We 
strongly  urge  that  the  Subcommittee  act  to  eliminate  that  section  of  the  law 
requiring  licensure  of  proprietaries. 

patients'  rights 

Current  Medicare  and  Medicaid  regulations  require  as  a  condition  of  par- 
ticipation that  nursing  home  providers  comply  with  the  protection  of  specific 
patients'  rights.  Although  we  have  reservations  about  the  vagueness  of  the 
regulatory  language  defining  these  rights,  AHCA  does  not  oppose  per  sc 
statutory  enactment  of  the  so-called  patients'  bill  of  rights. 

We  do,  however,  have  serious  concern  about  the  merits  of  a  proposal  before 
the  Subcommittee  which  would  impose  a  national  system  of  civil  fines  on  all 
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health  care  institutions  found  to  be  in  violation  of  patients'  rights.  Further- 
more, it  is  our  view  that  this  particular  proposal  is  not  low  cost  or  non- 
controversial  and  therefore  should  not  be  part  of  legislation  intended  to  deal 
with  technical  or  minor  modifications  in  the  medicare  law.  The  issues  raised 
are  far  broader  than  the  Medicare-only  provisions  under  consideration  and 
are,  in  fact,  being  reviewed  as  part  of  an  HEW  review  of  whether  the  Medi- 
care and  Medicaid  regulations  for  conditions  of  participation  should  be 
changed. 

As  to  the  substance  of  the  proposal,  AHCA  believes  the  enforcement  pro- 
cedure contemplated  by  the  proposal  is  unworkable,  extremely  short-sighted, 
and  will,  if  enacted,  create  great  difficulty  for  health  facilities,  state  ad- 
ministrative agencies,  and  the  judicial  system. 

Some  of  the  potential  problems  associated  with  this  proposal  are  obvious : 

(1)  The  possibility  that  damages  would  be  paid  to  patients  or  their  heirs 
invites  spurious  complaints. 

(2)  The  proposed  bill  of  rights  is  too  vague  to  form  the  basis  of  a  schedule 
of  civil  penalties.  For  example,  precise  determinations  of  what  constitutes 
"adequate  and  appropriate  medical,  nursing,  and  supportive  care"  would  be 
required  in  every  factual  situation  in  which  an  allegation  of  improper  care  is 
made.  It  is  unreasonable  to  place  the  responsibility  upon  state  agencies  to 
make  quick  judgments  on  such  legally  and  medically  complex  matters. 

(3)  Several  provisions  of  the  proposal  taken  together  constitute  an  usurpa- 
tion of  licensure  and  law  enforcement  authority  traditionally  exercised  by 
the  states.  Such  a  radical  step,  assuming  it  could  be  shown  to  be  effectual, 
can  only  be  justified  upon  clear  evidence  of  a  pervasive  failure  on  the  part 
of  states  to  adequately  protect  patients'  rights.  Despite  the  existence  of 
certain  well-publicized  problems  in  the  health  care  area,  many  of  which 
were  addressed  in  H.R.  3  and  by  other  means,  there  is  no  evidence  that  these 
problems  are  so  widespread  as  to  require  the  dire  remedies  set  forth  in  the 
amendment. 

(4)  If  enacted,  the  enforcement  provisions  of  this  amendment  would  be 
superimposed  on  existing  state  inspection  and  enforcement  procedures  ap- 
plicable to  nursing  homes,  and  would  all  hospitals  as  a  new  responsibility  in 
the  patients'  rights  area.  Already  over-burdened  and  inadequately  trained 
state  survey  personnel  would  be  asked  to  assume  broad  new  duties  and  re- 
sponsibility which  they  are  ill-equipped  to  undertake.  Eleven  states  have 
enacted  enforcement  provisions  which  carry  the  threat  of  monetary  penalties 
for  violations  of  health  and  safety  standards.  The  results  have  been  un- 
certain. For  the  most  part,  these  provisions  have  proved  expensive  and  ad- 
ministratively burdensome,  with  doubtful  evidence  that  the  intended  results 
have  been  realized  or  would  not  have  been  achieved  without  the  threat  or 
imposition  of  fines. 

(5)  In  cases  of  clear-cut  violations  of  law,  physical  or  mental  abuse  of 
patients,  negligence,  or  fraud,  remedies  are  available  through  existing  statu- 
tory law,  contractual  claims,  or  tort  liability  actions.  The  fact  that  legal 
services  attorneys  often  encounter  difficulty  in  framing  valid  cases  under 
these  traditional  avenue  is  insufficient  reason  to  short-circuit  due  process  in 
the  manner  suggested  by  the  proposal. 

In  summary,  though  we  grant  that  the  present  system  is  imperfect,  the 
procedures  amount  to  overkill.  Additionally,  the  amendment  would  compli- 
cate and  infringe  upon  states'  responsibility  in  an  unwarranted  manner  and, 
finally,  it  is  unfair  to  subject  all  health  institutions  to  potential  harrassment 
^.nd  the  expense  of  defending  themselves  against  spurious  complaints. 
Legitimate  complaints  can  be  and  are  remedied  through  existing  means. 

THREE-DAY  PRIOR  HOSPITALIZATION  REQUIREMENT  FOR  SNFS 

AHCA  supports  elimination  of  the  existing  three-day  prior  hospitalization 
requirement  to  the  use  of  skilled  nursing  facility  care  because  it  would 
(1)  provide  Medicare  beneficiaries  with  greater  flexibility  in  their  long-term 
care  coverage,  and  (2)  result  in  lowering  overall  costs  for  both  the  patient 
and  the  Medicare  program. 

The  current  restriction  is  arbitrary,  unnecessary  and  burdensome.  There  are 
many  individuals  who  are  otherwise  eligible  for  skilled  nursing  care  but 
.because  they  are  not  acutely  ill  or  do  not  require  the  complete  and  costly 
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diagnostic  and  therapeutic  resources  available  in  hospitals  cannot  be  ad- 
mitted to  a  SNF  with  Medicare  eligibility.  There  are  also  those  who  abuse 
the  program  by  arranging  for  unnecessary  (and  costly)  hospital  stays  in 
order  to  become  eligible  for  SNF  Medicare  benefits.  In  addition,  there  are 
individuals  receiving  hospital  care  who  would  benefit  as  much  from  SNF 
care  but  who  are  not  transferred  to  an  SNF  because  of  the  paperwork 
(e.g.,  transfer  of  medical  records,  treatment  plan)  and  the  lack  of  any 
financial  incentives  or  disincentives  (e.g.,  no  cost  sharing  is  required  after 
first  hospital  and  until  the  61st  day). 

The  above  situations  are  encouraged  by  the  three-day  requirement.  The  re- 
moval of  the  requirement  would  recognize  the  legitimate  needs  of  individuals 
who  require  only  skilled  nursing  services  and  thus  eliminate  these  artificial 
situations.  Because  the  cost  of  Medicare  covered  services  in  an  SNF  is  far 
less  than  the  routine  cost  per  day  in  a  hospital,  the  potential  for  program 
cost  savings  are  obvious.  Direct  admission  to  an  SNF  would  also  mean  that 
an  individual  otherwise  qualified  for  Medicare  benefits  would  not  be  faced 
with  a  choice  between  spending  substantial  personal  resources  to  pay  for 
SNF  care  and  seeking  unnecessary  hospital  care. 

To  the  extent  that  the  three-day  requirement  was  intended  by  Congress 
•to  assure  that  a  medical  evaluation  of  the  individual's  condition  demonstrates 
the  need  for  skilled  nursing  services,  we  believe  that  alternative  means  such 
as  physician  certification  and  concurrent  utilization  review  can  provide  the 
necessary  assurance  and  satisfactorily  replace  the  hospital  stay  require- 
ment. 

PRESUMED  COVERAGE 

Section  228  of  Public  Law  92-603,  the  Social  Security  Amendments  of  1972, 
provides  for  a  presumption  of  coverage  by  Medicare  of  post-hospital  skilled 
nursing  care  and  post-hospital  home  health  services  for  those  individuals  who 
have  medical  conditions  designated  in  the  regulations  and  whose  physicians 
submit  the  required  certifications  and  plans  of  treatment.  This  provision  was 
enacted  to  eliminate  uncertainty  as  to  eligibility  for  benefits  when  care  was 
actually  provided  in  treatment  for  specific  medical  conditions.  More  par- 
ticularly, the  provision  was  in  response  to  numerous  cases  of  benefit  denial 
by  intermediaries  after  services  had  been  furnished.  The  "presumed  coverage" 
concept,  in  effect,  states  a  Congressional  intent  in  support  of  benefit  coverage 
where  an  individual  is  under  treatment  for  a  specific  condition  and  such 
treatment  can  be  provided  by  an  SNF  or  by  home  health  services  following 
treatement  in  a  hospital. 

AHCA  agrees  that  the  procedures  adopted  for  implementing  "presumed 
coverage"  have  been  less  than  acceptable.  The  mechanism  is  administratively 
burdensome  for  providers  and  intermediaries.  It  has  not  eliminated  con- 
fusion among  beneficiaries  and  providers  as  to  the  extent  of  coverage,  par- 
ticularly when  periods  of  coverage  are  treated  as  maximums  rather  than  as 
minimums  as  was  intended  by  Congress.  Nevertheless,  the  concept,  insofar 
as  it  provides  for  a  presumption  that  services  rendered  will  be  eligible  for 
Medicare  reimbursement  and  protects  against  the  uncertainty  of  retroactive 
denial,  remains  essentially  valid.  Because  of  the  past  experience  providers 
and  beneficiaries  have  had  with  retroactive  denial  of  benefits,  AHCA  does 
not  believe  the  elimination  of  presumed  coverage,  at  leasst  without  other 
action  by  the  Subcommittee  as  set  forth  below,  is  either  justified  or  ap- 
propriate. 

The  "waiver  of  liability"  provision,  also  enacted  as  part  of  the  Social 
Security  Amendments  of  1972,  which  has  been  cited  as  limiting  the  po- 
tential for  retroactive  denials,  does  not  adequately  address  the  problem. 
Under  this  provision,  payment  for  services  may  be  made  even  if  payment 
would  otherwise  be  disallowed  if  both  the  provider  and  beneficiary  did  not 
know,  and  could  not  reasonably  have  been  expected  to  know  that  the 
services  would  not  be  covered.  HEW,  in  its  implementnig  regulations  for 
waiver  of  liability,  has  however  set  a  ten  per  cent  denial  rate  (i.e.,  its  rate 
of  incorrect  coverage  decisions)  which  in  effect  limits  the  applicability  of 
the  waiver  of  liability  provision.  This  is  particularly  true  for  an  SNF  which 
usually  has  a  small  Medicare  population  and  the  potential  for  reaching  the 
ten  per  cent  cutoff  can  occur  with  only  one  or  two  findings  that  services  are 
not  covered.  If  presumed  coverage  is  to  be  repealed,  Congress  should 
statutorily  raise  this  percentage  in  recognition  of  the  SNF  situation. 
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For  the  above  reasons.  AHOA  urges  the  committee  to  carefully  review 
these  provisions  and  retain  the  existing  presumed  coverage  provision  or 
make  such  modifications  in  it  or  the  waiver  of  liability  provision  as  would 
assure  reasonable  certainty  of  benefit  coverage.  To  do  otherwise  would  expose 
both  provider  and  beneficiary  to  the  possibility  of  inconsistent  and  arbi- 
trary decisions  by  Medicare  intermediaries  in  circumstances  where  the  par- 
ticular medical  condition  and  physician-approved  plan  of  treatment  should 
be  given  the  greater  weight. 

Furthermore,  the  elimination  of  presumed  coverage  or  failure  to  other- 
wise provide  for  a  reasonable  assurance  of  coverage  could  result  in  pro- 
viders refusing  admission  until  eligibility  is  confirmed  by  the  intermediary 
or  force  providers  to  opt  out  of  the  program  rather  than  face  the  possi- 
bility of  retroactive  denial. 


Statement  of  the  American  Jewish  Congress,  by  Theodore  Norman,  Ph.  D., 
and  Martin  Hochbatjm,  Ph.  D. 

introduction 

The  American  Jewish  Congress,  a  national  organization  of  American  Jews, 
welcomes  this  opportunity  to  present  its  views  on  improvements  in  home 
health  services  available  under  Medicare.  For  the  last  several  years  we  have 
been  actively  interested  in  medical  programs  to  assist,  older  persons.  This 
stems  from : 

1.  Our  Jewish  tradition  which  teaches  us  that  a  society  must  be  judged 
in  part  by  the  manner  in  which  it  treats  its  aged  members : 

2.  There  is  a  larger  proportion  of  Jews  over  age  65  than  is  the  case  with 
other  groups.  According  to  demographic  studies  on  the  American  Jewish 
community  completed  a  few  years  ago.  approximately  14  per  cent  of  the  Jewish 
population  is  over  age  65.  This  contrasts  with  an  average  of  approximately 
10.5  per  cent  for  the  general  population  and  significantly  smaller  percentages 
for  other  groups  such  as  Blacks  and  Hispanics.  Furthermore,  the  trend 
towards  an  increase  in  both  the  number  and  proportion  of  aged  Jews  con- 
tinues. 

Our  attention  to  home  health  care  predates  much  of  the  current  national 
interest  in  this  subject.  In  July  1974.  we  published  our  study  of  nursing 
homes.  "The  Last  Resort — A  Citizen's  Guide  to  Nursing  Home  Reform."' 
This  monograph  helped  spark  the  media's  curiosity  regarding  this  frequently 
overlooked  area. 

It  is  not  necessary  for  us  to  review  here  the  inadequate  care  provided  in 
far  too  many  so-called  skilled  nursing  facilities.  Suffice  it  to  say  that  one  of" 
our  major  recommendations  was  to  provide  older  persons  with  options  so 
that  those  who  were  able  to  do  so  could  remain  at  home.  As  was  stated  in 
our  study,  when  a  patient  is  placed  in  a  nursing  home.  Medicaid,  and  to  a 
limited  extent  Medicare,  will  cover  medical  expenses  plus  "the  cost  of 
lodging,  meals  and  custodial  care  normally  borne  by  the  patient  or  his 
family.  This  creates  a  powerful  incentive  to  place  an  aged  or  infirm  person 
in  an  institution  even  though  better  care  might  be  available  at  home." 

This  situation  is  wrong  for  several  reasons.  New  approaches  to  caring  for 
elderly  infirm  people  are  urgently  needed.  Basically  speaking,  we  believe 
that  one  of  the  major  means  of  doing  so  would  be  an  expansion  of  home 
health  care  services  under  Medicare.  There  are  many  reasons  for  such  an 
expansion,  including  long  run  financial  savings,  satisfying  the  desires  of  the 
older  person  and  the  negative  impact  on  a  patient  of  placement  in  a  nursing 
home. 

Our  statement  will  confine  itself  to  the  following  major  issues  of  home 
health  services  under  Medicare : 

1.  Elimination  of  the  three  day  prior  hospitalization  requirement : 

2.  Elimination  of  the  100  visit  limitation  under  Medicare  Parts  A  and  B. 
Prior  to  discussing  our  position  on  these  issues,  we  would  like  to  present 

some  general  comments  on  the  subject  of  home  health  care.  In  recent  years 
there  has  been  some  discussion  of  home  health  care  as  an  alternative  to  in- 
stitutionalization. We  believe  that  phrasing  the  issue  in  this  way  is  incorrect 
and  is  in  part  responsible  for  some  of  the  problems  in  our  long-term  care~ 
policy.  Instead  of  seeking  alternatives  to  institutionalization,  which  assumes 
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that  our  primary  long-term  care  policy  will  be  institutionalization,  we  believe 
that  institutionalization  must  be  viewed  as  an  alternative  to  home  health 
care. 

The  basic  element  of  our  national  long-term  care  policy  must  be  enabling 
individuals  to  function  in  the  community  wherever  this  is  possible.  This  does 
not  mean  that  adult  homes  and  mental  institutions  should  automatically  be 
emptied  of  their  residents.  What  it  does  mean  is  that  those  who  are  able 
to  function  adequately  in  the  community  should  be  provided  with  the  broad 
range  of  comprehensive  social,  psychological  and  medical  services  that 
would  enable  them  to  do  so.  Without  such  services,  leaving  the  individual  to 
function  alone  in  the  community  may  only  lead  to  his  deterioration  and  com- 
munity problems. 

The  Medicare  changes  that  are  discussed  below  have  as  their  basic  goal 
the  encouragement  of  community  living  for  the  aged.  They  can  fulfill  the  needs 
and  desires  of  this  group  with  minimal  expense. 

MEDICARE  CHANGES 

We  recommend  the  elimination  of  the  three  day  prior  hospitalization  pro- 
vision under  Medicare  Part  A  and  the  100  day  visit  limitation  under  Medi- 
care Parts  A  and  B.  This  position  is  taken  to  make  it  easier  for  people 
over  65  to  receive  home  health  care.  The  latter  will  help  avoid  institutionali- 
zation, preserve  the  self--worth  of  the  elderly  and  bring  about  increased  con- 
sistency in  government  regulations.  In  addition,  the  cost  of  eliminating  these 
.provisions  would  be  relatively  minimal. 

An  expanded  home  health  care  program  would  help  preserve  the  sense  of 
human  dignity  of  the  patient.  The  elderly  have  a  great  desire  to  retain  some 
measure  of  control  over  their  mode  of  living.  An  institutionalized  person 
feels  that  he  has  no  say  in  what  happens  to  him,  and  so  does  an  aged  per- 
son ;  the  combination  of  age  and  illness,  with  the  concomitant  passing  of 
the  power  to  make  decisions  concerning  ones  self  to  a  doctor,  nurse,  aide  or 
impersonal  institution  is  most  debilitating  to  the  spirit. 

Furthermore,  older  persons  have  an  extremely  negative  view  of  institu- 
tionalization. They  believe  that  placement  in  a  home  is  a  prelude  to  death. 
This  situation  is  vividly  illustrated  in  an  example  quoted  in  "The  Home- 
bound  Aged."  In  the  early  Twentieth  Century,  an  elderly  woman  was  told 
by  a  doctor  at  Bellevue  Hospital  in  New  York  City  that  she  was  going  to 
'be  moved  to  a  nursing  home  on  Welfare  Island.  Her  alarmed  reply  was, 
"But,  Doctor,  I  don't  want  to  go  to  Farewell  Island."  Studies  have  demon- 
strated that  patients  placed  in  homes  have  higher  death  rates  than  those 
awaiting  institutionalization.  This  phenomenon,  called  transfer  or  transplanta- 
tion shock,  results  from  both  the  fear  of  "home  life"  as  well  as  the  patient's 
being  uprooted  and  placed  in  an  environment  that  lacks  any  of  the  security 
found  in  his  former  household.  The  mementos  of  a  lifetime  are  usually  sur- 
rendered, as  are  one's  independence,  dignity,  identity  and  even  liberty. 

The  elimination  of  the  provisions  in  question  would  help  bring  about  more 
consistency  in  the  present  complex  and  contradictory  tangle  of  rules  and 
regulations  governing  the  supply  of  health  care  to  the  elderly.  Medicaid  does 
not  have  these  two  requirements,  so  their  elimination  would  make  Medicare 
and  Medicaid  consistent  on  this  point. 

There  seems  to  be  no  practical  obstacle  to  the  elimination  of  the  hospitali- 
zation requirement  and  the  100  visit  limit.  Under  present  rules,  home  care 
requires  that  the  patient  be  confined  to  his  home,  need  intermittent  skilled 
nursing  care,  receive  home  health  care  according  to  a  written  plan,  and  the 
"services"  received  must  be  those  given  during  a  period  when  the  "bene- 
ficiary is  .  .  .  under  the  physician's  care."  Since  the  physician  is  already 
so  closely  tied  into  the  home  health  care  plan,  it  is  hard  to  see  why  the 
presumed  safeguard  of  a  three  day  hospitalization  period  was  established  in 
the  first  place,  or  what  would  be  lost,  were  it  abolished.  It  seems  only  to 
serve  the  purpose  of  adversely  affecting  relatively  few  Medicare  patients, 
who  if  they  needed  extended  home  care,  should  be  encouraged  to  receive  it, 
rather  than  prevented  from  doing  so. 

In  a  period  of  great  concern  with  government  expenditures,  it  is  important 
to  also  point  out  the  relatively  minute  additional  expense  that  would  be 
occasioned  by  eliminating  the  above  named  requirements  from  Medicare.  The 


374 


December  1977  report  by  the  Comptroller-General,  Home  Health — The  Need 
for  a  National  Policy  to  Better  Provide  for  the  Elderly,  estimated  that  the 
elimination  of  each  of  these  provisions  would  add  but  $12,500,000  to  current 
Medicare  expenditures.  Even  given  the  current  sensitivity  to  all  aspects  of 
governmental  budgets,  the  total  additional  cost  of  $25  million  would  make 
up  substantially  less  than  half  of  1  per  cent  of  the  Medicare  budget. 

There  is  some  controversy  as  to  whether  or  not  home  health  care  is 
actually  cheaper  than  institutionalization.  According  to  the  Comptroller- 
General's  report,  home  health  care,  even  including  the  cost  of  family  and 
friends'  services,  is  cheaper  than  institutionalization  for  impaired  persons, 
except  those  classified  as  "extremely"  impaired.  It  can  therefore  be  hoped 
that  if  the  practice  of  home  health  care  becomes  much  more  widespread  as  a 
result  of  the  elimination  of  the  two  requirements  in  question  and  because 
of  other  means  of  encouragement,  the  end  result  may  be  an  actual  lowering 
of  total  costs  for  care  of  most  of  the  elderly,  rather  than  an  increase. 

It  is  also  worthwhile  to  note  that  the  proposal  reviewed  here  has  en- 
joyed widespread  public  support  for  several  years.  For  example,  in  1975, 
then  Congressman  Edward  I.  Koch  and  more  than  one  hundred  cosponsors 
introduced  an  omnibus  home  health  care  bill  that  was  aimed  in  part  at 
eliminating  the  restrictions  discussed  above.  AJCongress,  along  with  other 
community  groups,  testified  favorably  on  this  proposal.  Similar  bills  have 
also  been  introduced  in  the  last  few  sessions  of  Congress.  Hopefully,  this 
continued  public  and  Congressional  support  will  lead  to  a  broadening  of  home 
health  care  benefits  available  under  Medicare. 

CONCLUSION 

In  1973  Congress  amended  the  Older  Americans  Act.  Title  III  of  the  new- 
legislation  listed  as  its  purpose  fostering  the 

".  .  .  development  of  comprehensive  and  coordinated  service  systems  to- 
serve  older  persons — in  order  to  secure  and  maintain  maximum  independence 
and  dignity  in  a  home  environment  for  older  persons  capable  of  self-care 
with  appropriate  supportive  services." 

Two  years  later  the  Older  Americans  Act  was  again  amended  to  mandate 
that  state  plans  established  or  maintain  programs  that  will  enable  older 
persons  to  live  in  the  community  and  thereby  avoid  unnecessary  institutionali- 
zation. The  changes  suggested  here  would  help  implement  this  national1 
policy. 


American  Lung  Association, 
New  York,  N.Y.,  June  15,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,   Subcommittee  on  Health,  House  Ways  and  Means  Committee,. 
Washington,  D.C. 

Dear  Congressman  Rostenkowski  :  Our  organization  is  interested  in  your 
announcement  that  the  Subcommittee  on  Health  will  be  reviewing  suggestions 
for  improvements  in  the  Medicare  program  as  they  affect  home  health 
care. 

Current  restrictions  in  Medicare  regulations  impose  hardships  on  aged  pa- 
tients with  chronic  obstructive  lung  diseases  (COPD),  such  as  emphysema, 
who  are  the  special  concern  of  the  American  Lung  Association.  We  favor- 
elimination  of  the  three-day  prior  hospitalization  requirement  and  the  100; 
visit  limitation  under  Parts  A  and  B.  We  support  the  addition  of  an  evalua- 
tion visit  before  transfer  from  institutions.  All  these  changes  would  facilitate 
and  expand  use  of  home  health  services. 

Desirable  as  they  may  be,  however,  the  specific  eliminations  of  restrictions 
under  review  will  not  make  home  health  care  more  available  for  the  COPD 
patient.  Unfortunately,  the  Medicare  regulation  that  reauires  that  the  pa- 
tient need  '"skilled  nursing  services"  prevent  many  COPD  patients  from  re- 
ceiving home  visits  under  Medicare  even  though  these  persons  are  disabled 
due  to  extreme  shortness  of  breath.  We  appreciate  that  Medicare  is  a  medical 
care  and  not  a  custodial  care  program.  Nevertheless,  the  increasing  number  of 
aged  persons  dictates  that  more  attention  be  given  to  how  society  is  to  pro- 
Tide  the  services  necessary  to  keep  the  chronically  ill  in  decent  and  safe 
environments. 
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The  average  patient  with  COPD  is  middle  aged  or  older  and  thus  tne 
adequacy  of  the  Medicare  program  is  especially  important  to  him.  If  he  has 
emphysema,  his  disease  is  often  irreversible.  In  spite  of  his  severe  breathing 
problems,  he  can  live  many  years.  His  need  for  hospitalization  is  episodic ;: 
most  of  his  time  is  spent  at  home,  struggling  to  take  care  of  his  needs  as  best 
he  can. 

The  patient  with  COPD  needs  various  medical  equipment  to  help  maintain 
him  at  home.  It  is  our  belief  that  reimbursement  for  these  support  mech- 
anisms should  be  available  from  Medicare  if  they  are  certified  as  neces- 
sary by  the  physician.  The  attached  profile  of  a  patient  with  emphysema  ex- 
plains the  range  of  therapeutic  measures  which  is  helpful  to  these  patients 
and  refers  to  the  fact  that  under  present  practices,  some  of  these  are  re- 
imbursable whereas  other  types  are  not.  It  also  describes  the  services  which 
should  be  provided  by  various  kinds  of  personnel  if  care  is  to  be  optimal. 

There  is  evidence  today  that  when  certain  circumstances  prevail,  home 
health  care  can  be  provided  at  more  reasonable  cost  than  institutionalization. 
Because  of  the  escalating  costs  of  institutional  care,  expansion  of  home 
health  care  is  certainly  timely.  However,  this  expansion  must  take  place 
under  standards  which  will  assure  quality  care  for  the  patient.  Also,  as  with 
any  expanding  health  delivery  system  financed  by  taxpayers'  funds,  strong- 
controls  are  necessary  to  prevent  abuse  of  the  system.  The  home  is  isolated 
from  the  various  kinds  of  observation  which  exist  in  an  institutional  setting. 
Therefore,  the  risk  of  abuse  is  great  unless  services  are  provided  through 
reputable  certified  agencies  which  can  carry  on  the  type  of  surveillance- 
needed. 

We  hope  that  trends  can  be  initiated  by  your  Subcommittee  that  will  en- 
hance the  opportunities  for  providing  home  health  care.  There  is  a  definite 
need  to  expand  home  care  services  as  a  reasonable  and  cost-effective  alter- 
native to  institutionalization. 
Sincerely  yours, 

Charles  R.  Kiesewetter, 

Managing  Director. 

Attachment. 

Profile  I 
l.  title 

Emphysema — Emphysema  involves  the  part  of  the  lungs  beyond  the  termi- 
nal bronchioles.  Unlike  asthma  and  chronic  bronchitis  it  is  characterized  by  an- 
increase  in  the  size  ( overdistention  from  loss  of  the  elasticity)  and  destruc- 
tion of  the  walls  of  the  air  sacs  (alveoli),  resulting  in  a  breakdown  of  the 
gas  exchange  capabilities,  first  for  oxygen  and  later  for  carbon  dioxide.  As 
the  disease  progresses,  a  shortness  of  breath  inappropriate  for  either  the 
patient's  age  or  level  of  exertion  occurs.  Frequently  the  disease  may  follow  a 
progressive  course  despite  all  attempts  at  therapy. 

2.  CHARACTERISTICS 

Emphysema  is  much  more  common  in  men  than  in  women,  in  urban  than  in 
rural  dwellers,  in  cigarette  smokers  as  opposed  to  non-smokers,  and  in  the 
socially  economic  disadvantaged  as  opposed  to  the  economically  privileged 
classes.  The  onset  is  about  the  sixth  decade.  When  it  occurs  earlier  it  may  be 
secondary  to  a  deficiency  of  alpha-1  antitrypsin.  In  a  complete  absence  of 
alpha-1  antitrypsin  (phenotype  ZZ)  emphysema  may  occur  as  early  as  the 
fourth  decade  and  both  sexes  are  equally  involved.  Cigarette  smoking  is 
clearly  a  major  factor  in  the  pathogenesis  of  most  cases  of  chronic  ob- 
structive airway  involvement.  Whether  it  is  one  of  the  causes  of  anatomic 
emphysema  is  not  precisely  known,  though  it  appears  likely  at  this  time. 
Anatomically  there  are  two  forms  of  emphysema,  one  is  panlobular  and  the 
sceconcl  is  centerilobular.  In  panlobular  emphysema  the  enlargement  and  de- 
struction of  air  spaces  involves  the  acinus  more  or  less  uniformly.  In 
centrilobular  (proximal  acinar)  emphysema  respiratory  bronchioles  are  se- 
lectively and  dominantly  involved. 
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3.  BENEFITS 

We  have  no  evidence  to  indicate  that  treatment  in  any  way  retards  the 
natural  progression  of  emphysema.  Once  treatment  is  started  it  should  be  con- 
tinued for  the  lifetime  of  the  individual.  If  the  patient  is  a  cigarette  smoker 
he/she  should  stop  smoking.  The  services  required  by  someone  with  emphysema 
are  breathing  retraining  and  equipment  for  physical  hardening  (assuming 
that  the  individual  does  not  choose  to  walk  as  a  form  of  physical  harden- 
ing). If  the  disease  has  progressed  to  the  point  where  there  is  a  decrease  in 
the  percent  of  arterial  oxygen  saturation  (Sa02)  with  physical  activity  some 
patients  will  require  supplemental  oxygen.  This  may  either  be  stationary/or 
portable.  Rarely  do  we  see  an  individual  in  whom  emphysema  is  the  pre- 
dominant form  of  chronic  obstructive  pulmonary  diseases  (COPD).  If  the 
emphysema  is  not  associated  with  any  form  of  sputum  production  then  the 
techniques  used  when  sputum  hypersecretion  exists  need  not  be  prescribed. 

4.  PROVIDERS 

Physicians,  Physicians  Assistants,  Nurse  Practitioners,  these  are  the  pro- 
fessionals who  generally  see  the  patient  when  he  returns  to  the  Outpatient 
Clinic  and  they  usually  evaluate  his/her  clinical  status.  In  some  settings  a 
Work  Physiologist  is  used  to  prescribe  the  exercise  routines  which  the  patient 
uses.  Other  members  of  the  medical  team  include  a  Respiratory  Therapist  or 
Chest  Physiotherapist  (depending  upon  the  setting),  Social  Worker,  and  if 
needed  a  Clinical  Psychologist  and  Psychiatrist.  Chronic  obstructive  pulmonary 
cliseases  are  stressful  and  the  more  extensive  the  extended  support  systems 
the  less  stormy  the  clinical  course. 

If  the  patient  does  not  have  good  psychosocial  assets  i.e.,  poor  family  sup- 
port, then  one  may  seek  assistance  from  available  community  services.  For 
example  in  our  community  (Omaha,  Nebraska)  two  agencies  serve  as  clear- 
ing houses :  Midland  Information  and  Referral  Agency,  United  AVay,  Omaha,  i 
Nebraska  444-6666;  and  Community  Services  Directory,  Volunteer  Bureau  of 
the  United  Community  Services,  1805  Harney,  Omaha,  Nebraska  342-3235. 

Depending  upon  the  degree  of  impairment  and  the  absence  or  existence  of 
psychosocial  assets,  the  patient  may  need  the  services  of  a  Homemaker,  Meals  ! 
on  Wheels,  Visiting  Nurse,  etc.  In  the  COPD  Task  Force  Report  prepared  by 
the  American  Lung  Association  in  1975  we  suggested  that  the  needs  of  a  ] 
chronically  ill  patient  could  be  met  by  a  Patient  Services  Coordinator.  We  1 
believe  that  this  individual  with  an  understanding  of  the  community  resources 
would  be  most  helpful. 

5.   COST  OF  BENEFITS 

7.  Exercise  equipment 

A.  Monark  Bicycle  Brgometer,  Quinton  Instruments,  2121  Terry  Ave.,  Seattle,  I  1 
Washington  98121.  Projected  Cost:  Approximately  $325.00.  , 

B.  Treadmill.  These  treadmills  are  in  the  final  design  stage.  This  activity  is 
supervised  by  the  Biomedical  Applications  Team  of  the  National  Aeronautics  f. 
Space  Administration.  One  treadmill  is  being  developed  by  MacLevy,  Corona  :: 
Avenue,  Elmhurst,  New  York  City,  New  York  11373.  The  second  treadmill  is 
developed  by  Uniwave,  75  Marina  Street,  Farming-dale,  New  York  11735.  We  8 
have  recommended  that  any  treadmill  designed  for  home  use  should  have  a 
variable  speed  between  0.5-3  mph,  0-15%  variable  incline.  Projected  Cost: 
Approximately  $250.00  to  $300.00. 

II.  Home  oxygen  system 

A.  Liquid  Oxygen,  Linde  Liquid  02  with  walker.  Reservoir  holds  13.000  \ 
liters,  walker  1.000  liters.  Approximate  cost  per  month  if  used  at  2  1pm  con-  J 
tinuously  $250.00.  Linde  Walker  Systems.  Medical  Division-Union  Carbide, 
120  South  Riverdale  Plaza,  Chicago,  Illinois  60606. 

B.  Compressed  Tanks  of  Oxygen  (Local  Distributors)  —  (1)  'G'  Tanks  holds 
5.300  liters.  Approximate  cost/month  if  used  at  2  1pm  continuously  $200.00. 

(2)   Portable  Compressed  Gas  Systems — a.  Erie  Traveler,  Four-Hundred 
South  13th  Street,  Milwaukee,  Wisconsin  53221.  Cost  Approximately  $170.00.  :  I. 
This  holds  243  liters.  At  2  1pm,  Erie  will  last  121  minutes  or  approximately 
two  hours. 

b.  Amada  Medical  Products — 98  Somerset  Street,  Garfield,  New  Jersey  ^ 
07026.  Cost  Approximately  $175.00.  The  Amada  equipment  comes  in  a  set  of 
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two  tanks  each  holding  155  liters.  At  2  1pm  the  Amada  will  last  1.25  hours 
each. 

C.  Oxygen  Concentrators. — 1.  Bendix  Instruments  &  Life  Support  Systems,. 
Bendix  Instruments  &  Life  Support  Division,  Davenport,  Iowa  52808.  Cost 
$2,600  or  rental  $200/month.  1.  DeVilbiss  Concentrator,  DeVilbiss  Health  Care 
Division,  Somerset,  Pennsylvania  15501.  Cost  $2,600  or  $200/month  rental. 

At  this  time  we  do  not  know  whether  the  third-party  carriers  will  pay  for 
the  exercise  equipment  i.e.,  bicycle  ergometr  or  treadmill.  The  usual  arrange- 
ment is  that  the  government  or  carrier  pays  80%  of  the  cost  and  the  private 
party  pays  the  remaining  20%.  There  is  no  uniform  policy  as  to  the  type  of 
home  care  equipment  which  will  be  funded.  In  some  areas  the  government/or 
carriers  pay  for  an  oxygen  concentrator  whereas  in  other  parts  of  the  country 
they  refuse  requests  for  reimbursement  for  a  bicycle  ergometer. 

6.  GAPS 

We  have  already  referred  to  the  unevenness  of  payment  of  home  care 
equipment.  If  we  mistakenly  label  our  request  for  an  ergometer  as  a  re- 
quest for  a  bicycle  exerciser  the  patient  will  not  be  reimbursed.  Other  gaps  in 
the  law  consist  of  the  uneven  way  in  which  a  person  is  declared  disabled. 
Thus  far  disability  has  been  poorly  defined  and  literally  varies  throughout 
the  country.  The  pulmonary  disability  standards  for  miners  are  also  different 
from  groups  who  are  not  members  of  the  United  Mine  Workers. 

7.  IDENTITY  OF  PERSONS  PREPARING  PROFILE 

Irving  Kass,  M.D.,  Larson  Professor  of  Medicine,  Head,  Regional  Chest 
Center,  University  of  Nebraska  Medical  Center,  Omaha,  Nebraska. 


Statement  of  the  American  Medical  Association 

The  American  Medical  Association  takes  this  opportunity  to  present  its 
views  on  possible  changes  to  the  Medicare  program  under  consideration  by  the 
Subcommittee.  We  commend  the  Subcommittee  for  its  recognition  of  several 
problems  in  the  Medicare  program  and  we  desire  to  be  of  assistance  in  seeking 
ways  of  ameliorating  these  problems. 

The  items  to  be  considered  are  listed  by  the  Subcommittee  in  its  press  re- 
lease of  June  9  announcing  these  hearings.  We  will  address  those  issues. 
Since  they  are  identified  only  as  topics  for  discussion,  we  request  an  oppor- 
tunity to  comment  in  greater  detail  upon  any  specific  legislation  which  may 
later  be  considered  by  the  Subcommittee  on  these  issues. 

Four  general  areas  are  identified  as  possible  changes  to  Medicare.  In  ad- 
dressing these  and  the  various  items  suggested  in  the  press  release  for  dis- 
cussion under  each  general  category,  we  will  comment  upon  them  also  in  the 
light  of  various  pending  legislative  proposals  and  in  particular  an  earlier 
subcommittee  document  (circulated  under  date  of  April  20,  1978)  containing 
suggestions  for  Medicare  changes. 

COMMENTS 

Many  of  the  items  listed  in  the  hearing  announcement  are  ones  upon  which 
AMA  has  often  expressed  its  opinion.  Many  of  these  changes  are  in  fact 
relatively  minor  in  nature  but  are  directed  toward  long  standing  problems 
in  the  Medicare  program  that  need  to  be  addressed.  However,  we  do  not  agree 
that  all  the  issues,  and  their  solutions,  are  properly  characterized  in  the 
press  release  as  being  "low  cost  and  non-controversial  changes".  We  will  first 
discuss  the  most  significant  of  the  issues  in  the  press  release.  This  pertains 
to  possible  revision  in  the  Medicare  reimbursement  provisions  relating  to 
the  payment  for  physician  services. 

J.  Reimbursement  provisions 

The  issue  raised  in  the  general  area  on  reimbursement  is  an  extremely 
important  issue  and  it  is  far  from  being  non-controversial.  The  AMA  has 
pointed  out  on  several  instances  the  desirability  for  the  Medicare  program 
to  recognize  and  to  utilize  equitable  reimbursement.  We  believe  that  recogni- 
tion and  reimbursement  on  an  equitable  basis  is  essential  to  maintain  ac~ 
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cess  to  quality  care.  According  to  the  press  release,  the  Subcommittee  is 
considering  approaches  that  would  provide  "incentives"  to  increasing  ac- 
ceptance of  assignments.  Some  of  the  pending  proposals  include  creation 
of  the  concept  of  "participating"  physicians  (who  would  agree  in  advance 
to  accept  all  assignments  and  in  return  would  receive  special  incentives  such 
as  multiple  listing  of  claims,  special  handling  fees,  and  priority  payment), 
establishment  of  negotiated  fee  schedules,  mandating  assignments,  allowing 
Medicare  to  collect  deductible  and  coinsurance  and  similar  proposals.  All 
of  these  proposals  overlook  the  essential  defect  in  the  present  reimbursement 
mechanism. 

All  the  proposals  before  the  Subcommittee  to  increase  assignments  are 
in  fact  directed  to  inducing  the  physician  to  take  reimbursement  at  a  level 
that  is  lower  than  his  usual  charges  for  his  other  patients.  If  recognition 
by  Medicare  of  the  usual  charge  were  made,  we  believe  that  physicians  would 
be  more  willing  to  accept  assignments  in  lieu  of  the  expense  and  paperwork 
involved  in  extra  billing  of  the  patient.  As  layers  of  regulatory  restrictions 
have  been  imposed  and  with  failure  of  Medicare  to  take  into  account  increased 
costs  due  to  inflationary  spiral  assignments  have  dropped.  Until  appropriate 
changes  are  made  to  provide  for  equitable  payment  under  Medicare,  assign- 
ment rates  will  not  increase. 

II.  Changes  to  present  coverage 

A.  Home  health  services. —  Under  the  general  item  of  "possible  limited  im- 
provements in  present  coverage",  the  Subcommittee  raises  several  issues  on 
the  specific  item  of  health  home  services. 

One  of  these  issues  pertains  to  eliminating  the  3-day  prior  hospitalization 
requirement  as  well  as  the  100  visit  limitation  under  Parts  A  and  B  of  Medi- 
care for  the  purposes  of  home  health  services.  We  believe  that  amendments 
to  accomplish  these  changes  would  be  beneficial  and  would  allow  direct  re- 
ferral to  a  home  health  agency  when  appropriate  without  needing  first  to 
undergo  expensive  institutionalization.  The  home  health  agency  can  provide  an 
important  role  in  outpatient  services  and  in  many  instances  can  assure  that 
the  patient  is  able  to  stay  home  rather  than  be  institutionalized.  We  support 
the  concept  of  eliminating  the  hospitalization  requirement  prior  to  eligibility 
for  home  health  visits  under  Part  A.  Likewise  we  support  the  concept  for 
eliminating  the  visitation  limitations  under  Parts  A  and  B  of  Medicare. 

Another  issue  under  this  item  is  in  reference  to  requiring  an  evaluation 
visit  before  transfer  from  institutions.  It  is  not  clear  to  us  exactly  what  is 
meant  in  the  short  description  of  the  concept  described  in  the  news  release 
and  would  have  to  await  legislative  language  before  commenting  on  this 
issue. 

Another  issue  proposes  elimination  of  the  state  licensing  requirement  for  a 
proprietary  home  health  agency  as  a  condition  to  Medicare  participation.  We 
believe  the  present  requirements  in  the  law  should  not  be  changed.  As  present 
Medicare  law  is  written,  a  proprietary  home  health  agency  may  be  reim- 
bursed only  if  it  meets  the  qualifications  for  Medicare  which  include,  where 
appropriate,  any  licensure  by  a  state.  There  may  be  an  important  state  inter- 
est in  licensing  proprietary  home  health  agencies  in  particular  states  and  we 
believe  that  this  state  prerogative  should  be  preserved. 

B.  Extending  service  and  supplies. — Issues  listed  under  the  item  pertaining 
to  increasing  certain  services  and  supplies  include  revisions  to  the  present 
provisions  for  ambulance  services,  presumably  to  allow  transfer  by  ambulance 
to  other  than  the  nearest  hospital.  We  support  this  concept.  Present  Medicare 
law  limits  ambulance  service  to  the  nearest  hospital  with  appropriate  facili- 
ties. However,  instances  occur  where  that  hospital  may  not  be  the  best  quali- 
fied hospital  to  provide  the  services  that  are  needed  by  the  beneficiary.  We 
believe  provision  should  be  made  to  allow  ambulance  service  to  the  nearest 
hospital  capable  and  willing  to  provide  the  appropriate  services  needed  by 
the  beneficiary,  and  we  also  believe  that  in  appropriate  cases  there  should  be 
some  communication  and  approval  by  the  attending  physicians  as  to  which 
hospital  is  the  preferable  hospital  for  the  patient.  Such  a  provision  would 
better  assure  that  the  hospital  to  which  the  patient  was  transferred  would 
have  on  its  staff  his  own  attending  physician  or  would  otherwise  be  able  to 
provide  the  appropriate  services. 

As  to  the  provision  that  would  extend  coverage  for  services  to  oe  provided 
to  Medicare  deneficiaries  outside  the  United  States  under  reciprocal  agree- 


379 


merits  with  other  countries,  we  would  like  to  defer  comment  until  review  of 
specific  legislative  language. 

We  also  note  that  there  is  an  issue  raised  to  expand  recognition  of  reim- 
bursement for  the  use  of  antigens.  Present  law  allows  reimbursement  for  the 
preparation  of  antigens  (medication  specifically  prepared  for  the  patient  by 
an  allergist)  only  if  the  antigen  is  administered  by  the  physician  who  pre- 
pared the  antigen.  Proposals  have  been  made  in  Congress  to  allow  reimburse- 
ment to  the  physician  for  his  preparation  of  the  antigen  irrespective  of  whether 
he  is  the  one  who  supervises  the  use  of  the  antigen  or  whether  he  sends  the 
antigen  to  another  physician  for  supervision  of  its  administration.  We  believe 
that  this  change  would  correct  an  inadequacy  that  was  not  intended  by  the 
Medicare  law  and  should  be  supported. 

An  issue  is  proposed  that  would  allow  reimbursement  for  durable  medical 
equipment  furnished  in  non-participating  institutions  and  we  support  this 
concept. 

Similarly  we  support  the  proposal  that  would  allow  coverage  for  skilled 
nursing  facility  services  provided  to  an  individual  without  the  need  for  the 
present  requirement  for  prior  hospitalization  of  at  least  3  days.  We  believe 
that  this  prior  hospitalization  requirement  is  unnecessary  in  many  instances 
and  may  in  fact  lead  to  higher  overall  costs  because  of  the  need  to  hospitalize 
the  individual  in  order  to  provide  the  more  limited  but  more  appropriate 
skilled  nursing  services. 

Some  of  the  other  issues  covered  under  the  specific  items  of  services  and 
supplies,  such  as  services  furnished  by  hospices  and  coverage  of  specific  neiv 
services  under  Medicare,  are  important  considerations  and  should  be  carefully 
examined  before  action  is  taken.  The  cost  of  these  items  is  potentially  very 
high  and  should  be  the  subject  of  more  extensive  hearings  prior  to  any 
Congressional  action.  We  urge  the  Subcommittee  to  defer  action  on  these  items 
pending  a  further  study  of  the  cost  impact  of  including  such  new  services  in 
Medicare. 

C.  Medicare  eligibility  under  disability. — A  specific  item  on  changing  Medi- 
care entitlement  provisions  for  the  disabled  is  included  in  the  press  release.  The 
reference,  we  presume,  is  to  allow  a  person  who  is  disabled,  and  initially 
qualifying  for  Medicare  under  disability  provisions  but  later  recovering,  to 
reestablish  Medicare  eligibility  immediately  upon  any  later  period  of  dis- 
ability because  of  the  same  disability  without  having  to  wait  another  24- 
month  period.  We  think  such  a  change  is  proper  and  fair  and  should  be 
supported. 

D.  Practitioners'  services. — Under  the  specific  item  of  changes  pertaining 
to  practitioners'  services,  we  are  uncertain  as  to  what  legislative  changes  may 
be  contemplated  for  each  of  the  categories  listed.  The  descriptive  information 
made  available  is  unclear  as  to  most  of  the  categories  listed.  We  suggest  that 
Subcommittee  consideration  on  most  of  these  items  at  this  time  not  take  the 
form  of  legislation  but  rather  that  the  Subcommittee  study  and  develop  defini- 
tive proposals. 

As  to  chiropractic  coverage  under  Medicare,  we  agree  with  HEW  that  this 
provision  should  be  stricken.  However,  if  such  coverage  is  retained  the  re- 
quirement of  a  showing  by  x-ray  of  the  existence  of  a  "subluxation"  as  a 
condition  for  chiropractic  coverage  should  remain. 

Two  issues,  however,  have  been  subject  to  legislative  proposals  that  we 
believe  should  be  supported. 

One  proposal,  pertaining  to  oral  surgery  would  extend  Medicare  coverage 
for  dental  services  provided  within  the  hospital  when  the  individual  is  hos- 
pitalized because  of  underlying  serious  physical  reasons  of  the  patient  that 
could  be  affected  by  the  dental  care.  Adoption  of  this  proposal  would  eliminate 
a  restriction  presently  existing  in  the  law. 

A  second  proposal  we  believe  should  be  supported  pertains  to  extending 
Medicare  coverage  of  occupational  therapy.  Proposals  have  been  offered  recog- 
nizing occupational  therapy  as  a  basis  for  providing  outpatient  services  or 
lor  home  health  services  under  Part  A  or  B  of  Medicare.  In  either  event,  oc- 
cupational therapy  would  be  subject  to  physician  referral  and  approval  of 
the  therapy  plan.  Occupational  therapy  is  recognized  to  be  a  valuable  service 
in  patient  care  and  can  enable  many  patients  to  remain  outside  an  institu- 
tion by  maintaining  self-care  skills.  We  believe  such  a  change  should  be  sup- 
ported. 
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III.  Enrollment  requirements 

Under  the  general  area  characterized  as  a  liberalization  of  enrollment  re- 
quirements, we  believe  that  two  items  particularly  merit  support  at  this  time. 
Subcommittee  suggestions  pertain  to  moderating  the  late  enrollment  penalties 
and  also  to  allowing  limited  opportunities  for  reenrollment  for  individuals 
otherwise  eligible  for  Medicare.  In  both  instances  under  the  present  law  un- 
duly strict  penalties  are  placed  upon  individuals  otherwise  eligible  for  Medi- 
care who  fail  for  one  reason  or  another  (perhaps  through  misunderstanding 
or  mistake)  to  enroll  in  Medicare  at  the  earliest  time  eligible  or  who  drop 
out  of  Medicare  and  wish  later  to  reenroll.  We  support  the  concept  to  remove 
the  harsh  application  of  these  provisions. 

As  to  Subcommittee  suggestions  for  extending  Medicare  coverage  to  groups 
not  presently  eligible  for  Medicare,  such  as  allowing  optional  enrollment  for 
certain  new  age  groups  (e.g.  between  60  and  65)  and  for  coverage  for  certain 
aliens,  we  believe  adoption  of  such  proposals  would  change  the  basic  nature 
of  the  Medicare  program  by  extending  Medicare  to  any  purchaser.  We  believe 
consideration  of  such  proposals  should  be  deferred. 

IV.  Administrative  provisions 

Under  the  general  area  referred  to  as  revision  in  administrative  provisions, 
we  note  several  items  mentioned  by  the  Subcommittee  that  we  believe  are 
beneficial  and  should  be  supported. 

One  of  these  pertains  to  Medicare  standards  for  rural  hospitals.  Some  pend- 
ing legislation  would  allow  Medicare  standards  for  rural  hospitals  to  be  varied 
under  certain  circumstances  to  allow  those  hospitals  to  meet  a  lower  standard 
for  Medicare  participation  than  the  hospital  may  otherwise  have  to  meet. 
This  would  assure  that  the  rural  hospital  could  remain  in  the  Medicare  pro- 
gram and  provide  needed  care  to  Medicare  beneficiaries  in  their  communities. 
This  would  also  allow  the  Medicare  beneficiary  to  remain  in  his  own  com- 
munity without  the  need  to  go  into  an  urban  area,  possibly  many  miles  from 
his  home,  and  without  consequent  increase  in  costs  and  inconvenience  for  the 
individual  and  his  family.  We  support  such  legislation.  However,  if  such  pro- 
visions are  considered  by  the  Subcommittee,  we  believe  it  should  be  only  with 
the  understanding  and  the  express  requirement  that  any  waiver  from  Medi- 
care standards  not  constitute  a  waiver  of  any  applicable  state  standards  per- 
taining to  life  safety  and  fire  codes,  that  any  waiver  be  only  on  a  periodic 
basis,  (for  example,  on  an  annual  basis),  and  that  any  waiver  that  is  granted 
or  renewed  be  under  the  condition  that  the  hospital  take  steps  toward  comply- 
ing with  all  Medicare  standards.  In  this  manner  the  Medicare  beneficiary 
would  be  assured  that  Medicare  coverage  occurs  in  a  hospital  meeting  state 
standards  and  subject  to  Medicare  periodic  review  while  the  hospital  would 
have  an  incentive  to  comply  with  the  otherwise  applicable  standards  of  Medi- 
care. 

Likewise  we  support  a  change  in  the  Medicare  program  to  the  speech 
pathology  services  to  require  only  that  the  physician  prescribe  and  approve 
the  speech  pathology  program. 

Another  provision  being  considered  by  the  Subcommittee  pertains  to  claims 
on  dehalf  of  deceased  oeneficiaries.  Under  the  present  law  in  the  case  of  a 
deceased  beneficiary,  Medicare  Part  B  reimbursement  may  be  made  on  out- 
standing medical  claims  in  only  one  of  two  manners.  One  occurs  if  the  phy- 
sician agrees  to  accept  an  assignment.  The  other  occurs  on  the  basis  of  a  paid 
bill,  with  reimbursement  to  the  person  who  pays  the  bill.  In  many  instances 
financial  hardship  is  created  upon  the  children  or  relatives  of  a  deceased  bene- 
ficiary. These  individuals  or  the  estate  must  pay  medical  charges  before 
Medicare  will  reimburse  at  its  rate.  As  we  pointed  out  earlier  in  our  comments, 
assignment  becomes  increasingly  difficult  because  of  its  artificially  low  pay- 
ment. This  places  a  burden  on  the  next  of  kin  and  is  not  necessary.  For  any 
nondeceased  beneficiary  of  the  Medicare  program,  reimbursement  can  be  made 
on  the  basis  of  an  assignment  or  an  itemized  bill.  In  the  case  of  an  itemized 
bill,  when  Medicare  payment  is  received  by  the  patient,  the  total  bill  then  can  be 
paid  to  the  physician.  We  believe  that  the  present  provision  pertaining  to 
deceased  payment  is  unnecessarily  burdensome  and  should  be  revised  to  allow 
payment  on  the  basis  of  an  itemized  bill. 

The  issue  before  the  Subcommittee  to  allow  non-physician  participation  in 
the  PSRO  is  somewhat  unclear.  If  this  suggestion  is  to  provide  for  nonphysiciart 
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involvement  in  the  PSRO  program,  this  is  presently  allowable  under  the  law. 
If  however,  this  suggestion  is  to  allow  non-physical  membership  in  the  PSRO, 
we  believe  that  this  would  be  inappropriate.  The  PSRO  law  was  passed  with 
the  intent  for  the  PSRO  program  to  review  medical  services.  Members  of  the 
PSRO  should  be  medical  and  osteopathic  physicians.  Since  the  primary  purpose 
of  that  program  is  to  review  medical  services,  to  allow  membership  on  a 
PSRO  to  non-physicians  is  unnecessary  and  would  allow  the  potential  for 
non-physician  participation  in  making  medical  determinations  and  evaluations. 
We  urge  the  Subcommittee  to  leave  the  PSRO  law  in  its  present  form. 

As  to  the  proposal  for  patient  rights,  we  do  not  support  legislative  action 
at  this  time  because  of  the  uncertainty  of  what  legislation  is  intended.  We 
of  course  believe  that  patient  rights  should  be  protected  but  we  would  like  to 
defer  comment  at  this  time  pending  review  of  legislative  proposals  when  they 
are  available. 

CONCLUSION 

In  conclusion,  we  believe  that  several  changes  should  be  made  to  Medicare 
and  that  many  of  those  issues  which  justify  change  are  covered  by  the  Sub- 
committee press  release.  We  do  believe,  however,  that  many  of  the  changes 
that  are  being  considered  are  inappropriate  at  this  time  and  should  not  be 
enacted.  We  offer  our  assistance  to  the  Subcommittee  in  developing  appro- 
priate changes  to  Medicare. 


Statement  of  the  Amekican  Nurses'  Association 

The  American  Nurses'  Association  commends  the  subcommittee  for  recog- 
nizing the  need  to  explore  possible  revisions  in  the  Medicare  program  by 
examining  those  aspects  relating  to  consumer's  right  of  access  to  skilled  care 
facilities,  home  health  care,  mental  health  services  and  non-institutional  health 
care  services,  including  hospice  care.  The  American  Nurses'  Association  ac- 
knowledges that  access  to  health  care  is  hampered  by  reimbursement  systems, 
acute  care  hospitalization  requirements,  limitations  in  amount  of  home  care 
services  and  peer  review  mechanisms  as  determined  by  current  law. 

The  intent  of  the  subcommittee  to  review  the  Medicare  program  coincides 
with  the  Association's  deep  concern  with  the  issue  of  patient  rights  in  areas 
of  access  to  health  care  services  based  on  need,  the  right  to  privacy  of  medi- 
cal records,  the  right  to  quality  health  care  without  regard  to  source  of  pay- 
ment, the  right  to  informed  participation  in  their  health  care  decisions,  and 
the  right  to  coordination  and  continuity  in  health  care. 

The  American  Nurses'  Association  strongly  urges  that  the  Medicare  pro- 
gram begin  to  focus  attention  on  the  making  available  the  types  of  services 
now  emerging  from  the  hospice  movement.  These  services  are  designed  to 
meet  the  needs  of  the  terminally  ill  and  their  families,  with  dignity,  comfort 
and  without  the  staggering  costs  associated  with  acute  care  hospitalization. 
The  hospice  concept  encompasses  a  variety  of  approaches  in  the  interdiscipli- 
nary delivery  of  in-patient,  day-care  and  home-care  services.  Current  law  does 
not  fully  address  or  allow  for  reimbursement  of  hospice  services.  There  is  also 
a  need  to  develop  guidelines  for  quality  and  cost  controls  in  the  delivery  of 
these  services.  The  American  Nurses'  Association  would  be  willing  to  develop 
such  guidelines  as  appropriate. 

We  are  happy  to  see  that  changes  are  being  considered  in  the  areas  of  home 
health  and  skilled  nursing  facility  services.  Current  Medicare  provisions  in 
these  areas  prevent  many  disabled  and  elderly  people  from  receiving  services 
they  badly  need.  By  eliminating  the  three-day  prior  hospitalization  require- 
ment, for  example,  services  in  each  area  will  be  more  available  to  many  citi- 
zens. Evaluation  for  home  health  and  skilled  nursing  facility  services,  as  well 
as  screening  for  admission  to  institutional  settings,  often  can  be  done  in 
homes.  Elimination  of  unnecessary  prior  hospitalization  requirements  will  also 
result  in  substantial  cost  saving. 

We  are  encouraged  by  the  provision  which  would  strike  the  100  visit  limita- 
tion for  home  health  services  as  presently  required  under  the  Social  Security 
Act.  Placing  a  restriction  on  the  number  of  allowed  visits  can  reduce  the 
level  of  care  necessary  to  ensure  optimal  health  maintenance.  Assessment  of 
health  care  needs  is  an  ongoing  process  and  determination  of  the  frequency 
of  services  is  the  responsibility  of  the  professional  person  assigned  to  the 
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individual.  To  assure  appropriate  use  and  quality  care  of  home  health  services, 
the  concept  of  utilization  review  could  be  applied.  After  a  mandated  number 
of  visits,  with  subsequent  evaluation  of  the  objectives  and  outcomes  of  the 
services,  the  interdisciplinary  review  committee  can  decide  the  need  for  con- 
tinuance or  termination  of  these  services. 

We  support  inclusion  of  mental  health  services  under  Medicare.  The  mental 
health  needs  of  the  elderly  have  been  dealt  with  inadequately  and  making  it 
a  covered  service  would  improve  access  to  care.  The  American  Nurses'  Asso- 
ciation has  long  supported  the  concept  of  community  mental  health  centers  as= 
a  cost  effective  means  of  providing  needed  mental  health  services.  The  nursing 
profession  has  continued  to  work  for  making  such  services  available  to  the 
public.  We  welcome  all  efforts  to  improve  the  public  health  in  this  crucial 
area  through  continued  support  for  community  mental  health  centers  serving 
the  needs  of  all  population  groups. 

Another  area  of  consideration  is  non-physician  participation  in  Professional 
Standards  Review  Organizations.  The  Association  supports  changes  in  this 
provision.  The  various  health  providers  should  and  must  participate  fully  in 
the  review  of  care  that  they  and  their  peers  provide. 

As  the  subcommittee  is  well  aware,  ANA  has  been  seeking  inclusion  of 
professional  nurses  in  PSROs  since  their  inception.  We  said,  in  1972,  that  if 
the  Congressional  intent  was  to  have  "health  services"  (as  in  Section  334  of 
the  Social  Security  Act)  provided  by  other  than  physicians  included  in  the 
PSRO  process,  then  they  should  not  limit  participation  to  physicians.  We  are 
able  to  document  contributions  made  by  nurses  in  some  local  and  state  PSROs. 
Professional  nurses  hold  key  positions  in  many  "medical"  care  evaluation 
projects — therefore,  their  inclusion  at  the  policymaking  level  seems  appro- 
priate at  this  time. 

We  reaffirm  our  support  of  Representative  Keys'  bill,  H.R.  3167,  to  amend 
part  B  of  Title  XI  of  the  Social  Security  Act,  to  assure  appropriate  participa- 
tion by  professional  nurses  in  the  peer  review  and  related  activities.  This  bill 
and  similar  bills  now  have  a  total  of  73  cosponsors. 

The  ANA  supports  legislation  which  would  provide  improvement  in  coverage- 
of  non-physician  practitioners'  services.  We  hope  consideration  will  be  given 
to  the  inclusion  of  nursing  services — including  those  of  nurse  practitioners, 
geriatric  nurse  specialists,  etc.  as  stated  by  ANA  President,  Anne  Zimmerman, 
in  her  letter  of  May  24,  1978,  to  Congressman  Rostenkowski  of  the  House 
Ways  and  Means  Subcommittee  on  Health. 

We  support  possible  revision  in  the  reimbursement  provisions  relating  to 
physicians'  services.  We  hope  that  reimbursement  can  be  broadened  to  include 
reimbursement  of  the  nurse  practitioners  without  the  requirement  of  "super- 
vision by  a  physician."  Removing  this  requirement  means  recognition  of  the 
fact  that  the  nurse  practitioner  is  legally  responsible  for  her/his  nursing 
practice  and  works  in  collaboration  with  other  health  care  professionals  in- 
cluding physicians,  but  not  under  their  supervision. 

Most  important,  there  is  little  evidence  that  physician  supervision  contributes 
to  the  quality  of  care  in  a  nurse-run  clinic.  Conversely,  this  requirement  may 
limit  access  to  health  care  through  considerably  increased  costs  of  paying 
for  the  services  of  supervisory  physicians.  In  one  particular  case  in  Oregon, 
the  cost  of  complying  with  the  physician-supervisor  requirement  increased  the 
costs  of  a  nurse  practitioner-run  clinic  many  times  over,  resulting  in  a  real 
possibility  that  the  clinic  will  close  because  of  the  inability  to  absorb  the 
additional  costs. 

The  American  Nurses'  Association  trusts  that  the  issues  we  have  addressed' 
will  be  given  serious  consideration  in  the  revision  of  these  amendments. 
We  ask  that  this  statement  be  included  in  the  hearing  record. 


American  Orthotic  and  Prosthetic  Association, 

Washington,  D.G.,  June  28,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,   Subcommittee  on  Health,  House  Ways  and  Means  Gommitteer 
Washington,  D.G. 

Dear  Chairman  Rostenkowski:  We  are  submitting  testimony  in  support 
of  the  basic  provisions  contained  in  H.R.  5760,  which  extend  limited  Medicare- 
coverage  for  orthopedic  shoes. 
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I  am  President  of  the  American  Orthotic  and  Prosthetic  Association  and 
past  Secretary-Treasurer  of  the  American  Academy  of  Orthotics  and  Pros- 
thetics. 

The  American  Orthontic  and  Prosthetic  Association  (AOPA)  was  organized 
in  1917.  Today,  AOPA,  in  conjunction  with  the  American  Board  for  Certifica- 
tion (ABO)  and  the  American  Academy  of  Orthotists  and  Prosthetists  (AAOP), 
represents  practitioners  and  facilities  providing  rehabilitation  and  devices 
to  the  handicapped.  Our  field  includes  external  prostheses  and  all  types  of 
orthoses,  i.e.  Artificial  limbs  and  braces.  Our  primary  objective  is  to  promote 
high  levels  of  orthotic/  prosthetic  patient  care  services  to  the  orthopedically 
handicapped. 

Our  membership  is  concerned  with  the  provision  of  quality/cost  effective 
services  to  Medicare  beneficiaries.  We  support  the  subcommittee  in  its  efforts 
to  amend  the  Medicare  program  to  reflect  the  recent  advancements  in  health 
care  technology  while  at  the  same  promoting  cost  containment  principles. 

Since  1965,  the  field  of  orthotics  and  prosthetics  has  undergone  considerable 
change  in  the  area  of  foot  problems.  Technology  has  improved  in  the  areas 
of  materials  and  methods  of  management  of  foot  and  lower  limb  problems. 
There  is  a  better  understanding  of  biomechanics  in  relation  to  the  foot  and 
associated  medical  problems  involving  the  foot,  ankle  and  leg.  As  an  example, 
because  of  the  wide  spread  use  of  thermoplastics,  many  foot  disorders  can 
successfully  be  treated  without  the  use  of  more  expensive  metal  type 
braces  (orthoses)  that  were  used  in  the  past.  As  a  cost  effective  alternative, 
special  shoes,  such  as  depth  inlay  shoes,  orthopedic  shoes  and  even  custom 
moulded  shoes  are  appropriate. 

Hypersensive  feet  and  insensitive  feet  can  be  treated  by  modern  methods, 
which,  in  many  cases,  can  prevent  drastic  and  more  costly  necessities  such 
as  amputation  surgery. 

The  American  Orthotic  and  Prosthetic  Association  recognizes  the  need  to 
limit  Medicare  coverage  for  orthopedic  shoes.  Accordingly,  we  endorse  the 
following  definition  for  orthopedic  shoes: 

"Extra-depth,  custom  molded,  or  conventional  shoes,  as  modified  by  prescrip- 
tion of  a  physician,  surgeon  or  other  practitioner  (e.g.,  podiatrist,  osteopath), 
who  is  licensed  by  the  state  to  prescribe  such  devices,  which  is  designed  to 
accommodate  1)  insensitive  and/or  hypersensitive  feet;  2)  feet  distorted  by 
accident,  disease  or  genetic  defect;  or  3)  limb  length  and/or  foot  size  dis- 
crepancy." 

We  believe  that  adoption  of  this  limiting  definition  of  orthopedic  shoes 
will  ensure  appropriate,  Medicare  coverage  only  for  those  circumstances  that 
warrant  preventive  medicine  practices. 

In  conclusion,  Mr.  Chairman,  the  American  Orthotic  and  Prosthetic  Asso- 
ciation endorses  the  basic  premises  contained  in  H.R.  5760  for  the  following 
reasons :  First,  the  current  Medicare  regulations  do  not  cover  orthopedic  shoes ; 
Second,  limited  Medicare  coverage  for  orthopedic  shoes  will  lead  to  a  cost 
effective  method  of  treatment  which  avoids  the  more  costly  treatments  at  a 
later  date ;  Third,  by  using  new  and  cheaper  materials  developed  with  new 
technologies,  the  older,  more  traditional  and  costly  methods  of  foot  treatment 
can  be  reduced. 

Thank  you  for  giving  us  the  opportunity  to  participate  in  this  significant 
issue.  We  ask  that  this  testimony  be  included  in  the  formal  printed  hearing- 
record. 

Sincerely, 

Dan  Rowe,  President. 


Statement  op  the  American  Physical  Therapy  Association 

This  statement  is  submitted  by  the  American  Physical  Therapy  Association 
("APTA"),  an  organization  composed  of  approximately  30,000  physical  thera- 
pists who  are  licensed  to  practice  physical  therapy  in  their  respective  states. 
APTA  is  the  largest  association  of  physical  therapists  in  the  United  States 
and,  over  the  years,  has  maintained  a  substantial  and  active  interest  in  the 
formulation  of  fair  and  efficient  Medicare  reimbursement  practices  particularly 
as  they  relate  to  physical  therapy.  APTA  appreciates  this  opportunity  to  sug^. 
gest  the  following  "low-cost  and  noncontroversial  changes"  which  will  result 
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in  more  equitable  treatment  of  physical  therapists  under  the  Medicare  pro- 
gram and  better  medical  care  for  Medicare  beneficiaries.1 

1.  THE  CURRENT  STATUTORY  LIMITATION  OF  $100  ON  OUTPATIENT  PHYSICAL 
THERAPY  SERVICES  SHOULD  BE  ELIMINATED 

Section  1833(g)  of  the  Health  Insurance  for  the  Aged  Act  (42  U.S.C. 
§13951 (g))  (hereinafter  "the  Act")  provides  that  no  more  than  $100.00  shall 
be  considered  as  incurred  expenses  for  physical  therapy  services  furnished  to 
an  individual  by  a  physical  therapist  (in  his  office  or  in  such  individual's 
home)  otherwise  than  under  an  arrangement  with  and  under  the  supervision 
of  a  provider  of  services,  clinic,  rehabilitation  agency,  or  public  health 
agency.  42  U.S.C.  §1395x(p).  In  certain  circumstances,  this  payment  may  be 
reduced  by  the  deductible  and  coinsurance  provisions  of  Part  B  of  the  Medi- 
care program.  42  U.S.C.  §§  13951(b),  (d). 

The  net  effect  of  the  $100.00  ceiling  is  to  unreasonably  restrict  outpatient 
access  by  denying  beneficiaries  needed  physical  therapy  services  and  con- 
currently to  deprive  physical  therapists  of  the  opportunity  to  furnish  such 
services.  It  has  been  the  experience  of  many  of  APTA's  members  that  the 
ceiling  discourages  physicians  from  prescribing  necessary  programs  of  treat- 
ment because  they  know  that  the  limited  treatments  afforded  by  Medicare 
will  not  achieve  the  desired  rehabilitative  effects.  Furthermore,  even  where 
rehabilitation  programs  are  initiated,  they  are  seldom  completed  because  of  the 
very  restrictive  reimbursement  for  such  services  permitted  by  Medicare. 

To  rectify  this  problem,  APTA  recommends  that  §  1833(g)  of  the  Act  (42 
U.S.C.  §  13951(g))  be  repealed  thereby  eliminating  any  restriction  on  in- 
curred expenses  for  outpatient  physical  therapy  services. 

2.  PHYSICAL  THERAPISTS  SHOULD  BE  ALLOWED  TO  RENDER  OUTPATIENT 
SERVICES  WITHOUT  HAVING  TO  MAINTAIN  AN  OFFICE 

Section  1861  (p)  of  the  Act  (42  U.S.C.  §1395x(p))  and  Department  of 
Health,  Education,  and  Welfare  regulations  promulgated  thereunder  provide 
that  Medicare  will  not  reimburse  a  physical  therapist  for  home  services 
unless  the  therapist  maintains  a  separate  office.  The  purported  justification 
for  this  requirement  is  that  a  separate  office  facilitates  review  and  audit  of 
the  therapist's  records. 

APTA  believes  that  this  requirement  is  wholly  unnecessary  and  often  pre- 
cludes Medicare  beneficiaries  from  securing  physical  therapy  services.  Conse- 
quently, APTA  proposes  that  §1861  (p)  be  amended  to  eliminate  the  require- 
ment for  maintenance  of  an  office  and  allow  Medicare  reimbursement  for 
services  provided  that  the  physical  therapist  maintains  a  single  identifiable 
repository  for  his  financial  and  medical  records. 

APTA  stands  ready  to  assist  this  Subcommittee  in  any  way  possible  to  de- 
velop and  implement  these  recommendations. 


Statement  of  the  American  Phychiatric  Association 

Mr.  Chairman,  the  American  Psychiatric  Association,  a  medical  specialty 
society  representing  over  24,000  psychiatrists  nationwide,  was  pleased  to 
learn  that  your  Subcommittee  has  chosen  to  consider  revisions  of  the  Medi- 
care law,  including  changes  in  the  status  of  coverage  for  mental,  nervous  and 
emotional  disorders.  "We  welcome  the  opportunity  to  share  our  views  on  this 
important  issue  with  you. 

In  an  article  in  the  New  York  Times  late  last  year,  Mrs.  Rosalyn  Carter, 
in  her  capacity  as  Chairman  of  the  President's  Commission  on  Mental  Health, 
explored  the  nature  and  source  of  discrimination  against  the  mentally  ill. 
She  stated:  "we  reject  those  who  are  the  most  vulnerable  because  they  have 


1  In  addition  to  the  two  revisions  recommended  herein,  APTA  believes  that  the  salary 
equivalence  method  of  reimbursement  mandated  by  §1861  (v)  (5)  (A)  of  the  Health 
Insurance  for  the  Aged  Act  (42  U.S.C.  §139x(v)  (5)  (A))  must  be  significantly  altered 
in  order  to  ensure  that  physical  therapists  are  fairly  reimbursed  for  services  furnished 
to  Medicare  beneficiaries.  However,  since  the  issues  raised  by  such  a  change  appear  to  be 
beyond  the  scope  of  this  hearing,  APTA  will  not  explicate  its  position  with  respect 
thereto  at  this  time. 
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been  branded  by  the  old  labels  that  evoke  fear  or  repulsion."  She  was 
speaking  of  the  mentally  ill  in  general.  That  statement  is  doubly  true  for 
the  15  to  25  percent  of  the  elderly  who  are  stigmatized  not  only  by  age  but 
by  mental  illness. 

Indeed,  the  stigma  is  heightened  further  because  the  discrimination  has 
become  institutionalized — written  in  the  very  health  benefits  law  which 
purports  to  help  them — Medicare.  We  are  specifically  speaking  of  the  re- 
strictions imposed  under  both  Parts  A  and  B  which  arbitrarily  reduce  the 
benefit  for  mental  health  treatment  below  those  benefits  provided  for  the 
balance  of  medical  care.  Part  A  limits  lifetime  inpatient  benefits  to  190  days 
and  Part  B  limits  annual  outpatient  coverage  for  mental  illness  to  $250  per 
year  (with  a  fifty  percent  co-payment) — including  ancillary  medical  services. 

In  1971,  the  APA  Task  Force  on  Aging,  established  to  report  on  critical 
mental  health  issues  identified  by  the  1971  White  House  Conference  on  Aging, 
pointed  out  that  progress  made  during  the  previous  two  decades  had  been 
minimal.  Among  the  reasons  cited  were  the  reasons  cited  were  the  growth 
in  number  of  the  aging  population,  the  recognition  that  their  diversified  needs 
may  require  diversified  services  and  that  Medicare  did  not  provide  sufficient 
benefits  to  allow  adequate  reimbursement  for  the  treatment  of  nervous,  mental 
or  emotional  disorders. 

It  is  a  sad  commentary  to  note  that  today,  many  of  the  same  problems 
exist:  the  population  of  elderly  persons  continues  to  increase,  and  the  num- 
ber of  those  in  need  of  mental  health  care  continues  to  rise.  In  many  ways, 
our  recognition  that  diversified  services  are  needed  has  languished,  unimple- 
mented,  and  only  now  is  the  benefits  package  being  reassessed.  The  General 
Accounting  Office  in  its  recommendations  to  the  95th  Congress  reported  that 
mental  health  benefits  under  Medicare  should  be  broadened.  The  Age  Discrimi- 
nation Study  of  the  U.S.  Commission  on  Civil  Rights  noted  that  the  elderly 
are  grossly  underserved  in  comparison  to  other  age  groups  within  Federally 
supported  Community  Mental  Health  Centers.  The  President's  Commission  on 
Mental  Health  recognized  the  elderly  as  a  target  group  which  is  "unserved, 
underserved,  or  inappropriately  served"  insofar  as  mental  health  care  is 
concerned.  The  Report  of  the  American  Psychiatric  Association's  Task  Force 
on  the  Chronic  Mental  Patient  singled  out  Medicare  as  in  need  of  amendment 
when  it  stated:  "Chronic  mental  patients  are  entitled  to  full  participation  in 
the  health  care  system.  Medicare,  Medicaid  and  future  NHI  (national  health 
insurance),  should  not  single  the  chronically  mentally  ill  out  as  a  class  or 
discriminate  against  them  in  any  way."  (emphasis  and  parentheses  added) 
Moreover,  Senator  Clifford  Case,  and  several  of  his  colleagues  recently  in- 
troduced the  Medicare  Mental  Illness  Non-Discrimination  Act,  S.  3131,  aimed 
at  providing  equal  coverage  under  Medicare  for  the  mentally  ill  elderly  and  a 
similar  bill  has  been  introduced  by  Congresswoman  Marilyn  Lloyd.  And  this 
Subcommittee  has  identified  mental  health  services  under  Medicare  as  an 
issue  worthy  of  consideration,  as  evidenced  by  these  hearings. 

The  Subcommittee  can,  and  we  hope  it  will,  bring  to  fruition  one  of  the 
recommendations  of  the  1971  White  House  Conference  on  Aging,  to  wit: 
"Pending  the  achievement  of  a  national  health  plan,  the  complete  range  of 
health  care  services  for  the  elderly  must  be  provided  by  expanding  the 
legislation  and  financing  of  Medicare.  Such  expansion  of  Medicare  should 
include  elimination  of  deductibles  coinsurance  and  copayment,  and  all  pro- 
visions discriminatory  to  the  mentally  ill."  (emphasis  added) 

The  benefits  of  expanded  mental  health  coverage  under  Medicare  are 
many.  Too  often  the  elderly  are  told,  and  many  believe,  that  adverse 
psychological  symptoms  are  natural  aspects  of  growing  old.  Senility  is  a 
term  loosely  applied  to  thousands  of  older  Americans,  yet,  as  the  President's 
Commission  on  Mental  Health  noted,  "as  many  as  20  to  30  percent  of  those 
so  labeled  have  specific  conditions  that  can  be  diagnosed,  treated,  and  often 
reversed"  (italic  added).  As  such,  Medicare  costs  would  be  ultimately  re- 
duced, and  those  individuals  with  reversible  conditions  would  be  able  to  be- 
come more  productive  contributing  and  independent  members  of  society. 

Elimination  of  the  discriminatory  caps  on  Medicare  as  proposed  by  Senator 
Case  and  endorsed  by  the  APA,  would  have  other  effects.  As  Senator  Case 
pointed  out  when  he  introduced  the  Medicare  Mental  Illness  Non-Discrimina- 
tion Act : 
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"Elimination  of  the  50-50  copayment  and  enactment  of  the  standard  80-20* 
copayment  now  used  for  physical  health  care  will  go  a  long  way  to  ease  the- 
large  cost  burden  imposed  on  those  in  need  of  mental  health  services. 

"Elimination  of  the  190  day  lifetime  limit  for  inpatient  psychiatric  care 
and  substituting  the  'spell  of  illness'  definition  employed  for  the  rest  of  medical 
care  will  result  in  greater  attention  being  paid  to  appropriate  placement  in 
proper  facilities  for  those  in  need  of  mental  treatment  as  inpatients. 

"Elimination  of  the  annual  $250  ceiling  on  outpatient  treatment  for  mental,, 
nervous  or  emotional  disorders  will  result  in  greater  utilization  of  outpatient 
services." 

Moreover,  it  must  be  stated  that  adequate,  cost  effective  mental  health 
services  can  have  the  effect  of  lowering  the  costs  of  other  health  care- 
services  by  as  much  as  fifty  percent  for  the  average  patient.  In  a  study 
conducted  by  Blue  Cross  of  Western  Pennsylvania,  it  was  noted  that  the 
average  patient's  monthly  physical  health  care  cost  was  cut  by  more  than 
half  as  the  result  of  treatment  for  nervous,  mental  or  emotional  disorders. 

The  cost  of  the  legislation  proposed  by  Senator  Case — $45  million — is 
fiscally  responsible.  The  cost,  developed  by  the  Social  Security  Administra- 
tion, and  borne  out  by  the  Report  of  the  President's  Commission  on  Mental 
Health,  does  not  reflect  the  savings  to  be  realized  from  anticipated  lower 
hospitalization  expenditures  as  noted  in  the  above-mentioned  study,  or  the 
substitution  for  existing  Part  P>  expenditures.  Dr.  Robert  Butler,  Director  of 
the  National  Institute  on  Aging,  pointed  out  in  Aging  and  Mental  Health 
that  "There  is  also  no  proof  that  the  deductible  features  of  Medicare  deter 
unnecessary  use  of  health  services.  Instead,  the  inclusions  may  actually  in- 
crease the  government's  bill  by  discouraging  preventive  and  early  rehabilita- 
tive  care.  Some  old  people  get  themselves  checked  into  a  hospital  just  to  get 
a  physical  examination  (basing  it  on  some  physical  complaint)  because  this 
will  not  be  paid  for  on  an  outpatient  basis."  The  same  situation  is  true  for 
mental  health  coverage — other  physical  complaints  form  the  basis  for  hos- 
pitalization or  outpatient  visits,  thereby  raising  the  cost  of  Medicare  coverage 
and  possibly  making  the  somatic  illness  with  physical  symptoms.  All  too 
often,  inappropriate  placement  in  skilled  nursing  homes  and  intermediate  care 
facilities  takes  place  since  reimbursement  is  available  for  such  "treatment." 
Such  facilities  generally  lack  the  resources  to  treat  the  emotionally  disturbed, 
thereby  prolonging  the  illness  and  misutilizing  resources.  It  has  been  noted 
that  as  many  as  30  percent  of  those  described  as  "senile"  actually,  have  re- 
versible psychiatric  conditions  which,  if  treated,  would  allow  those  individuals 
to  become  productive  members  of  society  and  would  save  countless  Medicare 
dollars. 

One  of  the  mandates  of  the  Older  Americans  Act  of  1965,  recently  re- 
authorized by  the  Congress,  is  to  assure  independence  and  dignity  to  this 
nation's  elderly  population.  The  legislation  we  support  could  take  a  major 
step  in  that  direction  by  ending  arbitrary  discrimination  against  the  mentally 
ill  elderly  who  are  doubly  damned  by  the  stigmas  of  age  and  mental  illness. 


American  Society  of  Anesthesiologists. 

June  14,  W78. 

Hon.  Daniel  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means,. 
Washington,  D.C. 

Dear  Chairman  Rostenkowski  :  This  letter  is  written  on  behalf  of  the 
American  Society  of  Anesthesiologists  (ASA),  an  organization  of  approxi- 
mately 11,000  physicians  actively  engaged  in  the  practice  of  anesthesiology. 
This  firm  acts  as  counsel  to  ASA,  and  we  have  been  asked  by  the  current 
ASA  President,  Dr.  Jack  Moyers,  to  submit  this  letter  for  inclusion  in  the 
record  of  hearing  of  your  Committee,  held  June  19,  1978. 

In  recent  weeks,  the  suggestion  has  been  made  that  the  Medicare  statutes 
should  be  amended  to  include  a  requirement  that  it  be  a  condition  of  hospital 
privilege  that  a  physician  accept  assignment  under  Medicare.  In  part  at  least, 
this  suggestion  is  based  upon  a  claim  that  the  incomes  of  certain  hospital- 
associated  physicians,  including  anesthesiologists,  are  excessive. 

As  to  the  latter  claim.  I  respectfully  draw  your  attention  to  the  March, 
1977  study  of  120  hospitals,  performed  by  Arthur  Andersen  &  Co.  at  the 
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request  of  the  Department  of  Health,  Education  &  Welfare.  That  study  dis- 
closed a  marked  disparity  between  compensation  received  by  anesthesiologists 
and  certain  other  hospital  associated  physicians.  In  this  same  regard,  I  further 
respectfully  direct  your  attention  to  the  document  prepared  by  the  Council 
on  Wage  and  Price  Stability  in  March,  1978,  entitled  "A  Study  of  Physicians 
Fees".  On  page  78  of  that  study,  there  are  set  forth  a  table  of  mean  earnings 
of  various  physician  specialties  for  1974,  as  compiled  by  the  AMA ;  that  study 
indicates  that  anesthesiologists  were  then  compensated  at  a  rate  only  slightly 
higher  than  the  median  for  all  specialists  of  $51,997. 

Referring  now  to  the  substantive  proposal,  that  "hospital  associated"  physi- 
cians be  required  to  accept  assignment  under  Medicare,  I  would  simply  point 
out  that  in  ASA's  experience,  the  increasing  refusal  of  physicians  to  accept 
assignment  under  Medicare  arises  from  one  source  and  one  source  alone — 
physician  reimbursement  levels  under  Medicare  simply  have  not  kept  pace  with 
increases  in  physician  expenses.  With  reference  particularly  to  the  specialty 
of  anesthesiology,  it  is  common  knowledge  (as  reflected  in  the  report  of  the 
Council  on  Wage  and  Price  Stability  referred  to  above),  that  physician  mal- 
practice insurance  premiums  have  risen  dramatically  over  the  past  few  years 
and  that  Medicare  reimbursement  indices  have  simply  taken  totally  inadequate 
account  of  that  dramatic  change  affecting  the  necessary  expenses  of  anesthesi- 
ology practice. 

This  legislative  proposal,  moreover,  is  tantamount  to  conditioning  a  phy- 
sician's livelihood  on  his  agreement  to  accept  inadequate  compensation  for  his 
services  to  individuals  covered  by  Medicare.  To  say  that  this  is  a  radical 
departure  from  the  philosophy  of  the  Medicare  statute  is  a  gross  under- 
statement, and  I  strongly  suggest  that  any  implementation  of  this  proposal 
without  (1)  a  thoroughgoing  study  by  the  Congress  of  the  adequacy  of 
physician  reimbursement  patterns  under  Medicare  and  (2)  the  constitutionality 
of  the  proposal,  would  be  absolutely  inappropriate  and  unjustified. 

In  ASA's  judgment,  the  answer  to  the  problems  raised  by  the  increasing  un- 
willingness of  physicians  to  accept  assignment  is  not  to  compel  those  physi- 
cians to  practice  medicine  at  unfairly  low  rates  of  compensation,  but  to 
establish  realistic  compensation  schedules  under  Medicare. 
Respectfully  submitted. 

Michael  Scott,  Counsel. 


Statement  of  David  S.  Fischer,  M.D.,  on  Behalf  of  the  American 
Society  of  Clinical  Oncology  and  the  Connecticut  Oncology  Association 

Cancer  is  the  second  greatest  cause  of  death  in  the  United  States  today.  It  is 
generally  acknowledged  to  be  the  most  frightening  and  costly  illness.  Its 
treatment  has  changed  dramatically  since  the  original  Medicare  law  was 
written.  Then,  the  major  therapy  was  surgery.  This  was  sometimes  followed 
by  radiation  for  palliation  of  those  cases  not  cured  by  surgery.  Both  the 
surgery  and  radiation  were  generally  performed  in  a  hospital  and  covered 
under  Part  A,  except  for  the  physician's  professional  fee,  which  was  covered 
under  Part  B,  and  was  usually  a  one-time  cost. 

Subsequent  to  the  activation  of  Medicare,  the  new  field  of  cancer  chemo- 
therapy began  to  grow  rapidly.  Nurtured  in  large  part  by  the  research  efforts 
funded  by  the  National  Cancer  Institute,  the  American  Cancer  Society  and  a 
variety  of  pharmaceutical  firms,  a  great  many  new  drugs  useful  in  the 
treatment  of  cancer  were  developed  and  tested.  These  drugs  used  singly  or 
in  combination  can  absolutely  cure  several  cancers  with  a  high  degree  of  confi- 
dence, and  can  palliate  a  great  many  more.  It  appears  that  chemotherapy  is", 
or  shortly  will  be,  the  major  modality  of  cancer  treatment.  Frequently  it  is 
used  in  combination  with  radiation. 

Unfortunately,  some  of  the  best  drugs  are  very  expensive,  must  be  given 
by  injection  and  are  used  at  weekly  or  monthly  intervals  for  a  year  or  two. 
A  typical  treatment  with  the  3  drug  combination  of  doxorubicin  (Adriamycin 
(R)),  cyclophosphamide  (Cytoxan  (R) )  and  vincristine  (Oncovin  (R))  might 
cost  $200.00  for  the  drugs  alone,  depending  on  the  patient's  height  and  weight. 
Such  a  treatment  would  be  given  every  3  or  4  weeks.  Additional  expenses  are 
incurred  for  laboratory  tests  to  monitor  the  toxicity  of  the  drugs  and  thereby 
determine  the  optimal  next  dosage.  Frequently  all  of  this  can  be  done  in  a 
hospital  outpatient  clinic  or  in  the  office  of  a  well-equipped  cancer  specialist, 
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called  an  oncologist.  However,  since  this  all  comes  under  Part  B  of  Medicare  I 
the  coinsurance  will  be  $50.00  or  more  per  month.  Relatively  few  patients  on  I 
social  security  can  afford  this.  Hence,  some  are  admitted  as  inpatients  to  the  I 
hospital  in  order  to  be  covered  by  Part  A.  Others  are  forced  to  accept  Title 
XIX  benefits  at  the  cost  of  their  pride,  and  still  others  forego  the  benefits  of 
medical  progress  rather  than  face  the  choice  of  financial  disaster,  unneces- 
sary hospitalization  or  the  welfare  role. 

Considering  the  high  cost  of  the  hospitalization  for  cancer  chemotherapy 
that  could  be  given  in  a  physician's  office,  or  an  hospital  outpatient  clinic,  it 
would  be  cheaper  for  society  to  encourage  outpatient  chemotherapv  by  re- 
imbursement at  the  100%  level  for  injectable  anticancer  drugs  approved  by  ; 
the  Food  and  Drug  Administratoin  (FDA),  and  for  the  cost  of  the  drug  ad- 
ministration. The  Oncologist's  professional  fee  would  still  be  Covered  at  80% 
under  Part  B  as  are  all  other  specialist  professional  fees.  The  anticipated  in- 
crease in  cost  to  Medicare,  if  any,  would  be  small  and  the  benefits  to  society 
would  be  substantial. 

Lest  there  be  any  misunderstanding,  the  definition  of  100%  reimbursement  ! 
for  drugs  should  be  clarified.  Hospitals  traditionally  are  reimbursed  for  their 
total  costs,  which  may  be  20%  to  100%  above  the  actual  purchase  price  of  the 
drugs.  Physicians  have  been  traditionally  reimbursed  at  80%  of  their  actual  ] 
purchase  price  of  the  drugs  on  the  theory  that  these  were  incidental  to  the 
professional  service  and  that  the  fee  for  the  professional  service  would  cover 
any  small  loss  on  the  drug.  In  the  days  when  penicillin  was  the  major  in- 
jectable drug  and  cost  about  fifty  cents,  this  was  true.  Now.  when  the  drugs 
may  cost  $200.00  and  the  physicians  professional  fee  is  $20.00  but  Medicare 
allows  only  $14.70  and  pays  $11.76,  the  assumption  that  the  drug  is  inci- 
dental can  be  seen  as  a  grossly  false  premise.  Hence,  realistically,  for  physi- 
cians to  break  even  they  will  have  to  be  reimbursed  at  10%  to  20%  above 
their  acquisition  costs  to  allow  for  breakage,  outdating,  billing  and  col- 
lection costs. 

At  present,  most  group  C  drugs  (scientifically  proven  to  be  of  value  in  cancer 
treatment  but  not  yet  FDA  approved)  are  distributed  free  to  qualified  on- 
cologists by  the  National  Cancer  Institute.  Most  Medicare  carriers  pay  for  the 
administration  of  these  drugs  recognizing  that  they  are  being  given  as  a  treat-  i 
ment  even  though  not  licensed  commercially  by  the  FDA.  A  few  Medicare  j 
carriers  have  refused  to  pay  for  any  costs  related  to  the  administration  of  i 
group  C  drugs  because  they  regard  them  as  experimental.  This  should  be  clari-  j 
fied  by  Congress  so  that  all  Medicare  carriers  will  pay  for  therapy  associated  ( 
with  group  C  drugs. 

Finally,  if  Congress  agrees  to  reimburse  at  the  100%  level  for  cancer  \ 
chemotherapy  given  by  a  qualified  physician,  the  question  arises,  who  is  „ 
"qualified."  This  is  very  hard  to  define.  We  believe  that  any  physician  certi-  \ 
fied  by  or  eligible  for  examination  by  the  American  Boards  of  Medical  On-  t 
cology  or  Hematology,  Pediatric  Oncology  or  Hematology,  Gynecological  On-  j 
cology,  should  be  viewed  as  "qualified"  without  question.  However,  there  is 
a  group  of  physicians,  many  of  them  recognized  leaders  in  the  field,  who  are  p 
not  eligible  or  certified  by  the  Boards  but  are  unquestionably  qualified.  These  0 
individuals  are  generally  well  known  to  the  Medicare  carrier  in  the  area,  P 
but  if  not  known  can  be  recommended  as  qualified  to  the  carrier  by  the 
cancer  committee  of  the  respective  state  medical  society.  Once  therapy  is 
initiated  by  a  "qualified"  physician,  it  could  be  administered  on  a  continuing  ^ 
basis  by  the  local  or  family  physician  under  the  continuing  supervision  or  di-  % 
rection  of  the  "qualified"  physician,  so  that  the  patient  would  not  have  to  ,; 
travel  excessively  for  continuing  care.  v 

The  suggestions  contained  in  this  proposal,  should  inprove  the  quality  of 
care  for  cancer  patients  at  little  or  no  cost  to  Medicare  and  at  a  great  saving  ^ 
to  society  by  updating  the  Medicare  law  to  the  progress  of  medical  practice.  s 


.  \  '  .  '  lei 

Granada  Hills,  Calif.,  June  13,  1978. 

Congressman  Rostenkowski, 

Chairman  of  the  House  Ways  and  Means  Health  Subcommittee, 
Washington,  D.G. 

Dear  Congressman  Rostenkowski:  I  understand  you  have  for  your  con- 
sideration, bill  S.  1993  which  would  amend  Medicare  coverage  so  that  persons 
between  the  ages  of  60  to  65  could  pay  for  this  coverage. 
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I  am  now  62  and  retired  with  Social  Security.  I  have  been  an  Insurance 
Agent  for  25  years,  however,  when  I  reached  the  age  of  60,  our  group  policy 
premium  increased  from  $45.00  per  month  to  $90.00  per  month  and  I  elected 
to  drop  the  coverage. 

Since  that  time,  I  have  obtained  the  only  insurance  available  through 
AARP  and  which  is  totally  inadequate  which  is  only  $40.00  per  day  if  in  the 
hospital.  For  this  protection,  I  pay  $14.50  per  month. 

Since  I  am  familiar  with  the  insurance  market,  I  can  speak  with  authority 
for  those  between  the  ages  of  60  to  65,  that  we  cannot  buy  proper  health 
insurance  and  I  can  see  no  reason  why  the  House  would  oppose  this  group 
buying  Medicare  coverage  as  there  would  be  no  cost  to  the  government. 

I  understand  the  Senate  has  passed  this  bill. 

Thank  you  for  your  courtesy  in  this  matter. 
Very  truly  yours, 

Ethel  Andreasen. 


Statement  of  the  Association  of  Rehabilitation  Facilities,  Murray  Berg 

Thank  you  Mr.  Chairman.  My  name  is  Murray  Berg.  I  am  from  Chicago 
and  am  currently  a  consultant  to  Rush  Presbyterian — St.  Lukes  Medical 
Center  in  the  area  of  health  systems  planning.  I  was  previously  Chief  Execu- 
tive Officer  of  Schwab  Rehabilitation  Hospital.  I  have  been  President  of  the 
Illinois  Association  of  Rehabilitation  Facilities  and  am  currently  a  member 
of  the  Board  of  Directors  of  the  national  Association  of  Rehabilitation 
Facilities.  I  am  representing  the  Association  of  Rehabilitation  Facilities,  an 
Association  representing  over  1,000  institutional  members.  Among  these  mem- 
bers are  rehabilitation  units  of  acute  care  hospitals,  free-standing  rehabilita- 
tion hospitals,  and  free-standing  outpatient  rehabilitation  centers,  some  of 
which  are  also  certified  as  Home  Health  Agencies.  These  institutions  are 
treating  Medicare  patients  at  a  variety  of  levels;  as  residents  of  the  institu- 
tion, as  outpatients,  and  within  their  own  homes. 

The  rehabilitation  process  employs  a  variety  of  professional  services  applied 
in  a  coordinated  manner  to  restore  to  the  disabled  individual  a  higher  level 
of  functional  capacity  or  to  maintain  a  level  of  function  that  results  in 
greater  independence  for  the  handicapped  disabled  individual.  At  the  heart 
of  the  rehabilitation  process  is  the  team  approach  to  the  provision  of  services 
in  an  integrated,  coordinated  fashion.  The  whole  is  greater  than  the  sum 
of  the  parts. 

"We  support  the  inclusion  under  Part  B  of  Medicare  of  specific  practitioner 
services  such  as  occupational  therapists,  psychologists  and  audiologists.  Each 
of  these  disciplines  has  a  major  contribution  to  make  toward  the  improved 
health  of  the  elderly.  We  support  recognizing  that  the  need  for  occupational 
therapy  services  should  qualify  an  otherwise  eligible  beneficiary  for  home 
health  services. 

However,  we  feel  that  the  piecemeal  inclusion  of  individual  health  care 
providers  leads  to  a  fragmented  delivery  system  which  does  not  optimize  the 
opportunity  for  Medicare  beneficiaries  to  achieve  their  full  potentials.  This 
situation  compounds  the  problems  of  transportation,  entry  into  the  various 
systems  involved,  and  a  non-integrated  delivery  of  various  services. 

This  Association  offers  as  an  alternative  to  the  piecemeal  inclusion  of  in- 
dividual health  care  practitioners  the  recognition  of  outpatient  rehabilitation 
facilities  as  categorical  providers  of  service  under  Part  A  of  Medicare.  This 
approach  is  reflected  in  H.R.  6411,  which  was  introduced  by  Congressman 
Mikva  with  29  cosponsors  and  is  pending  before  this  Subcommittee. 

Such  an  approach  would  bring  the  services  of  the  above  mentioned  practi- 
tioners into  Medicare  but  as  part  of  an  integrated  coordinated  system  of 
services  with  a  specific  treatment  plan,  with  pre-established  goals,  and  with 
measured  outcome  criteria.  It  would  also  tend  to  solve  or  mitigate  the  prob- 
lems of  transportation,  system  entry  and  coordination  of  services. 

These  services  are  currently  available  and  reimburseable  for  beneficiaries 
who  receive  them  as  outpatients  of  hospitals.  They  are  not  covered  in  full  for 
those  who  receive  them  from  free-standing  outpatient  facilities.  Accordingly, 
this  does  not  represent  a  broadening  of  benefits.  It  would  improve  services  by 
making  them  more  available.  The  policy  currently  manifested  in  the  statute 
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discriminates  among  Medicare  beneficiaries  in  that  one  receives  coverage  for 
services  rendered  by  one  type  of  institution  while  another  receives  only  partial 
coverage  or  no  coverage  for  the  same  services  provided  by  another  type  of 
institution.  Removal  of  the  barriers  to  full  coverage  of  comprehensive  medical 
rehabilitation  services  provided  by  free-standing  outpatient  rehabilitation 
facilities  would  not  therefore  expand  the  benefits  of  Medicare  but  rather, 
would  make  such  benefits  more  uniformly  available  to  eligible  beneficiaries. 
Consequently,  under  such  a  system  they  would  be  available  in  a  uniform, 
systematic,  coordinated  and  integrated  fashion. 

We  realize  that  this  is  not  an  agenda  item,  however.  I  urge  that  you  in- 
clude H.R.  6411  in  your  deliberations  and  address  this  matter  in  marking  up 
a  bill. 

In  the  area  of  proposed  changes  for  eligibility  for  Home  Health  Services, 
we  support  the  elimination  of  the  3-day  prior  hospitalization  requirement.  In 
many  cases  the  determination  of  need  for  these  services  does  not  require  hos- 
pitalization. It  serves  merely  as  a  false  incentive  for  over  utilisation  of  high 
cost  services  or  works  a  financial  hardship  on  an  otherwise  eligible  recipient. 

We  support  the  elimination  of  the  100  visit  limitation  on  Home  Health 
Services  under  Parts  A  and  B.  With  the  variety  of  services  and  modalities  re- 
quired to  maintain  a  number  of  the  severely  handicapped  elderly  in  their 
homes  it  seems  a  false  economy  to  limit  these  services  when  the  alternative  is 
probably  placement  in  a  higher  cost  facility  such  as  a  skilled  nursing  facility 
or  an  intermediate  care  facility. 

We  support  the  addition  of  an  evaluation  visit  before  discharge  from  an 
institution  to  home.  In  rehabilitation  facilities  the  home  evaluation  visit  has 
long  been  part  of  discharge  planning.  Emperical  evidence  indicates  that  it 
makes  a  major  contribution  to  discharge  to  an  appropriate  setting  and  to 
successful  home  adaptation.  We  suggest  that  a  representative  from  the  re- 
sponsible Home  Health  Agency  be  made  a  member  of  the  home  evaluation 
visit.  This  would  insure  that  the  proper  equipment,  services  and  family  readi- 
ness would  be  included  in  the  Home  Health  Plan  from  the  outset. 

The  Association  is  strongly  in  support  of  broadening  services  related  to  the 
treatment  of  mental  illness.  Since  1969  over  266.000  patients  have  been  dis- 
charged from  state-run  mental  institutions ;  of  that  number  over  88.000  were 
over  65  years  of  age.  A  large  number  of  these  discharged  mentally  ill  patients 
have  found  their  way  to  and  been  accepted  for  services  by  vocational  re- 
habilitation facilities.  This  is  a  particularly  difficult  group  with  which  to 
work  in  a  vocational  setting  but  the  job  is  made  even  more  difficult  by  the 
lack  of  adequate  medical  and  psychological  service  available  to  this  group. 
The  Association  does  not  have  any  specific  suggestions  for  this  Committee  on 
the  subject  but  would  refer  the  members  to  the  statement  made  by  Hilda 
Robhins  of  the  Mental  Health  Association  before  the  House  Select  Committee 
on  Aging  on  October  18,  1977,  Comm.  Pub.  No.  95-116,  and  to  News  report 
of  the  Select  Committee  on  Aging  of  May  26,  1978. 

Mr.  Chairman,  our  primary  concern  is  the  coverage  by  Medicare  of  com- 
prehensive outpatient  service  as  provided  by  H.R.  6411.  I  would  like  to  submit 
for  the  record  an  analysis  of  the  need  for  this  legislation  prepared  by  our 
Association's  counsel.  I  believe  it  will  be  useful  to  the  Committee  and  your 
staff  in  dealing  with  the  issues. 

One  of  the  major  disincentives  mitigating  against  the  under  65  disabled 
individual  accepting  nonsubsidized  employment  is  that  they  loose  their  Medi- 
care benefits,  and  if  the  employment  is  marginal  they  cannot  possibly  assume 
their  own  medical  expenses.  Even  if  the  employment  is  substantial  and  the 
recompense  enables  the  handicapped  to  assume  their  medical  liabilities,  there 
is  a  great  risk  in  the  event  of  an  unsuccessful  placement.  The  24  month 
waiting  period  for  reentitlement  to  Social  Security  disability  benefits  within 
five  years  of  the  termination  of  a  previous  period  of  benefits  should  be  dras- 
tically reduced  or  eliminated.  Every  incentive  should  be  provided  the  disabled 
in  quest  of  employment. 

[Memorandum] 

Coverage  of  Rehabilitation  Services  Under  Title  XVIII, 
Social  Security  Act  (Medicare) 

This  memorandum  examines  the  treatment  of  rehabilitation  services  and 
facilities  providing  such  service  under  Title  XVIII  of  the  Social  Security  Act 
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(Medicare).  It  is  addressed  to  certain  anomolies  in  the  present  statutory  and 
leguiatory  structure  and  recommends  amendment  of  the  law  to  correct  them. 
All  citations  are  to  the  Medicare  Act  or  regulations  issued  pursuant  thereto. 

BACKGROUND 

The  Medicare  program  provides  insurance  of  health  care  for  people  over 
■65  and  for  certain  persons  qualifying  by  reason  of  disability.  The  Medicare 
Act  is  divided  into  two  types  of  coverage :  Part  A  which  covers  hospital  care 
and  Part  B  which  covers  physician's  fees,  outpatient  services,  and  a  variety 
of  other  supplemental  benefits.  Rehabilitation  services  are  treated  quite  dif- 
ferently depending  upon  whether  they  are  delivered  in  an  inpatient  or  out- 
patient setting.  Comprehensive  inpatient  services  are  generally  reimbursable. 
But  there  are  severe  limitations  on  reimbursement  for  services  delivered  to 
outpatients.  In  some  cases,  as  set  forth  below,  the  nature  of  the  institution 
delivering  such  services  determines  whether  Medicare  coverage  is  available. 

NATURE   OF    MEDICAL  REHABILITATION 

It  is  useful  to  define  ''medical  rehabilitation.-'  Medical  rehabilitation  con- 
sists of  a  series  of  services,  listed  at  the  end  of  this  section,  which  are  provided 
in  an  integrated  and  coordinated  fashion  to  remedy  or  mitigate  the  handi- 
capping conditions  affecting  the  patient. 

The  settings  in  which  these  services  are  delivered  varies  according  to  the 
intensity  of  the  services  required  and  include  acute  hospitals,  rehabilita- 
tion hospitals,  rehabilitation  units  of  acute  care  hospitals,  rehabilitation  units 
of  university  based  medical  centers,  outpatient  rehabilitation  facilities,  and 
rehabilitation  units  in  skilled  nursing  facilities. 

Rehabilitation  services  are,  by  definition,  delivered  in  an  integrated,  co- 
ordinated fashion.  Services  are  directed  to  the  achievement  of  pre-established 
goals  for  the  patient  which  are  established  by  a  multidisciplinary  team.  Fol- 
low through  and  evaluation  is  a  regulad  element  of  a  rehabilitation  program. 

Rehabilitation  services  may  include  the  following : 

Physician  services,  including  diagnostic,  evaluation  and  therapeutic  services ; 
Physical  therapy,   occupational  therapy,   inhalation   therapy,   and  speech 
therapy ; 

Prosthetic  and  orthotic  devices,  including  testing,  fitting  or  training  in  the 
use  of  prosthetic  or  orthotic  devices ; 
Social  and  psychological  services ; 

Nursing  care  provided  by  or  under  the  supervision  of  a  professional  nurse ; 
Supplies,  appliances,  and  equipment,  including  the  purchase  or  rental  of 
•equipment ; 

Other  services  as  are  medically  necessary  for  the  mental  and  physical  resto- 
ration of  the  patient,  or  the  prevention  of  his  deterioration,  and  are  ordinarly 
furnished  by  a  hospital. 

INPATIENT  SERVICE 

Part  A  of  Medicare  covers  virtually  all  inpatient  services  rendered  by  a 
hospital  qualifying  as  a  Medicare  provider.  The  statute  provides  for  coverage 
of  all  hospital  services  which  are  appropriate  to  the  medical  needs  of  a  Medi- 
care patient  by  defining  (covered)  "inpatient  hospital  services"  to  include: 

"(1)  Bed  and  board; 

"(2)  Such  nursing  services  and  other  related  services,  such  use  of  hospital 
Facilities,  and  such  medical  social  services  as  are  ordinarily  furnished  by  the 
hospital  for  the  care  and  treatment  of  inpatients,  and  such  drugs,  biologicals, 
supplies,  appliances,  and  equipment,  for  use  in  the  hospital  for  the  care  and 
treatment  of  inpatients:  and  (3)  such  other  diagnostic  or  therapeutic  items 
or  service,  furnished  by  the  hospital  or  by  others  under  arrangements  with 
them  made  by  the  hospital,  as  are  ordinarily  furnished  to  inpatients  either 
by  such  hospital  or  by  others  under  such  arrangements;"  (Section  1861(b), 
20  O.F.R.  405.116) 

These  terms  cover  physical,  occupational  and  speech  therapy  as  well  as  such 
vocational  counseling,  psychological  counseling,  family  counseling  and  adjust- 
ment services  as  normally  provided  by  a  hospital. 

Hospitals  primarily  affording  rehabilitative  care  qualify  as  Medicare  pro- 
viders. The  Medicade  Act  (Section  1861e)  defines  the  term  hospital  to  in- 
clude : 
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»*  *  *  an  institution  which — (1)  is  primarily  engaged  in  providing,  by  or 
under  the  supervision  of  physicians,  to  inpatients.  *  *  *.  (2)  rehabilitative- 
services  for  the  rehabilitation  of  injured,  disabled,  or  sick  persons  *  *  *." 

Accordingly,  rehabilitation  hospitals  meeting  other  requirements  of  the  Act 
are  generally  reimbursed  for  services  provided  to  Medicare  beneficiaries. 
Similar  services  are  covered  under  Part  A  for  individuals  transferred  from 
hospitals  to  skilled  nursing  facilities.  The  services  covered  as  extended  care 
services  are  essentially  the  same  as  those  covered  for  inpatient  treatment 
(Sections  1814(b)  and  1861(h),  20  C.F.R.  405.125).  If  a  facility  does  not 
offer  complete  skilled  rehabilitation  services,  it  can  make  "arrangements"  (as 
defined  in  Section  1861  (w)  with  a  rehabilitation  agency  to  furnish  physical 
and  speech  therapy,  but  the  services  must  be  billed  through  the  skilled  nurs- 
ing facility  (20  C.F.R.  405.124(d).  Also,  under  Part  A  an  individual  referred 
to  a  home  health  agency  by  a  hospital  or  SNF  may  receive  similar  services 
(Section  1861  (n)   (m),  and  1814  (i)  ;  20  C.F.R.  405.131,  405-236). 

Some  rehabilitation  hospitals  have  experienced  difficulty  with  Medicare 
reimbursement  relative  to  the  appropriate  setting  for  delivery  of  care.  Medi- 
care fiscal  intermediaries  have  on  occasion  denied  claims  retroactively  on  the* 
theory  that  inpatient  hospital  level  of  care  was  not  medically  necessary.  This 
problem  was  mitigated  to  some  extent  by  the  issuance  by  the  Bureau  of 
Health  Insurance  of  an  intermediary  letter  in  1972  which  prescribed  guide- 
lines for  intermediary  interpretations  and  which  gave  weight  to  the  views 
and  assessments  of  the  attending  physicians.  This  intermediary  letter  is  at- 
tached as  Exhibit  1.  The  question  of  medical  necessity  and  appropriateness 
of  inpatient  rehabilitation  care  continues  to  be  an  issue  as  reflected  in  the 
decision  of  two  federal  district  courts.  In  Westgarcl  v.  Weinberger,  CCH  Medi- 
care and  Medicaid  Guide  27,  332  and  Shiffer  v.  Weinberger,  CCH  Medicare 
and  Medicaid  Guide  27,  327,  the  courts  held  that  in  such  matters  the  attend- 
ing physician's  judgment  that  inpatient  hospitals  are  required  should  be  con- 
trolling in  the  absence  of  strong  evidence  to  the  contrary.  There  continue 
to  be  some  difficulties,  particularly  with  regard  to  intermediary  determinations 
of  the  medical  necessity  of  rehabilitation  services  which  often  turns  on 
the  question  of  whether  services  are  restorative  in  character  or  designed  to 
"maintain"  the  condition  and  level  of  function  of  the  patient.  This  distinction 
is  often  difficult,  and  to  some  extent  artificial,  particularly  in  dealing  with 
elderly  people.  Legislation  is  pending  (R.R.  6411  and  S.  2647)  which  would 
remedy  this  problem  by  amending  the  Medicare  Act  to  include  a  definition  of 
inpatient  rehabilitation  services  including  "the  prevention  of  deterioration  in 
the  disabling  condition  of  the  patient." 

In  the  main,  however,  hospitals  are  receiving  Medicare  reimbursement  for 
comprehensive  rehabilitation  services. 

OUTPATIENT  REHABILITATION  SERVICES 

Medicare  coverage  of  rehabilitation  services  rendered  to  beneficiaries  by 
outpatient  facilities  is  limited.  This  reflects  the  quite  different  treatment  by 
Medicare  of  outpatient  services  generally  and  the  fact  that  the  statute  does 
not  recognize  outpatient  rehabilitation  facilities  as  providers.  The  latter 
point  means  that  outpatient  services  rendered  by  hospitals  are  treated 
differently  than  those  rendered  by  strictly  outpatient  facilities. 

Outpatient  services  fall  under  Part  B  of  the  Act  and  are  defined  by  Sec- 
tion 1832  and  1861.  Outpatient  rehabilitation  services  are  covered  as  they 
are  "medical  and  other  health  services  furnished  by  a  provider  of  services"" 
(1832(a)  (2)  (B))  or  as  they  are  "outpatient  physical  therapy  services" 
(1832(a)  (2)  (c)).  Services  provided  to  Medicare  beneficiaries  as  "medical 
and  or  health  services  provided  by  a  provider  of  services"  include  outpatient 
rehabilitation  rendered  by  a  "provider"  primarily  outpatient  departments  of 
hospitals.  This  language  generally  recognizes  the  need  for  a  variety  of  sup- 
porting services  to  complement  physicians'  services  rendered  in  the  out- 
patient department  or  program  of  a  hospital,  including  all  of  the  services 
(assuming  medical  necessity)  which  are  rendered  by  the  institution  to  in- 
patients. Under  such  language  it  is  possible  for  a  hospital  to  provide  such 
services  to  Medicare  beneficiaries  on  an  outpatient  basis  and  obtain  full 
reimbursement  under  Title  XVIII. 
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Title  XVIII  coverage  is,  however,  quite  different  when  services  of  the 
same  character  are  rendered  to  beneficiaries  by  an  outpatient  rehabilitation 
facility  which  is  not  part  of  a  "hospital"  by  virtue  of  the  fact  that  such 
institutions  are  not  "providers"  as  defined  by  1861  (u).  Accordingly,  the  only 
coverage  of  services  rendered  by  such  institutions  is  under  Section  1832(a) 
(2)  (c)  which  authorizes  coverage  of  physical  therapy  and  speech  therapy. 

This  distinction  in  coverage  means  that  a  Medicare  beneficiary  who  obtains 
comprehensive  rehabilitation  services  on  an  outpatient  basis  at  an  institu- 
tion recognized  as  a  "hospital"  is  covered  by  Medicare  Part  B  for  80%  of 
the  reasonable  charges  for  such  services.  A  Medicare  beneficiary  who  obtains 
precisely  the  same  services  from  an  outpatient  rehabilitation  facility  is 
-covered  only  to  the  extent  of  physical  therapy  and  speech  therapy.  Reim- 
bursement is  not  made  for  other  elements  of  a  comprehensive  medically  re- 
habilitation program  including  occupational  therapy,  psychological  services, 
social  services,  family  counseling,  and  similar  services. 

The  effect  of  the  distinction  between  comprehensive  outpatient  rehabilita- 
tion services  rendered  by  hospitals  and  by  outpatient  rehabilitation  facilities 
is  to  discriminate  among  institutions  of  equal  professional  competence.  More 
fundamentally,  the  policy  currently  manifested  in  the  statute  discriminates 
among  Medicare  beneficiaries  in  that  one  Medicare  beneficiary  receives  cov- 
erage for  services  rendered  by  one  type  of  institution  while  another  receives 
only  partial  coverage  or  no  coverage  at  all  for  the  same  services  rendered  by 
another  institution.  Removal  of  the  barriers  to  full  coverage  of  compre- 
hensive rehabilitation  services  provided  by  outpatient  rehabilitation  fa- 
cilities would  not  therefore  expand  the  benefits  of  Medicare  but  rather,  would 
make  such  benefits  more  uniformly  available  to  eligible  beneficiaries. 

OUTPATIENT  REHABILITATION  FACILITIES 

Examination  of  outpatient  rehabilitation  facilities,  and  the  quality  and 
range  of  their  services  is  appropriate. 

Such  facilities  are  generally  non-profit,  tax  exempt  entities  which  are 
governed  and  operated  very  much  in  the  manner  typical  of  hospitals.  A 
typical  rehabilitation  facility  offers  a  range  of  services  which  cover  evalua- 
tion through  treatment  to  home  therapy.  Specific  services  given  include  pre- 
vocational  evaluation,  training  and  placement ;  rehabilitation  medicine ;  ortho- 
pedics ;  pediatrics ;  physical,  occupational,  speech,  and  audiovisual  therapy 
and  evaluation ;  and  social  and  psychological  services.  Trained  specialists 
affiliated  with  a  center  include  physicians  specializing  in  rehabilitation 
medicine,  pediatrics,  including  neuro-pediatricians ;  pulmonary  and  cardio- 
vascular specialists ;  trained  and  qualified  therapists ;  psychiatrists  and  psy- 
chologists ;  social  workers  and  counselors ;  and  trained  nurses  and  skilled  aides. 
While  these  services  are  generally  rendered  at  the  facility,  home  visits  may 
be  made  to  provide  therapy,  to  check  on  the  progress  of  a  discharged  client, 
or  to  counsel  the  family. 

Such  facilities  meet  state  licensing  requirements  and/or  are  accredited  by 
the  Commission  on  Accreditation  of  Rehabilitation  Facilities  (CARF). 

Many  such  institutions  are  members  of  the  Association  of  Rehabilitation 
Facilities.  Some  are  identified  with  the  Easter  Seals  Society,  having  started 
as  clinics  for  orthopedically  handicapped  children.  Generally,  such  facilities 
are  financed  through  fees  for  services,  fund  raising  (including  participation 
in  United  Way,  Easter  Seals  and  similar  fund  raising  programs)  and  oc- 
casionally through  local  governments. 

CASE  HISTORIES 

Adequate  coverage  of  comprehensive  outpatient  services  rendered  by  re- 
habilitation facilities  is  clearly  of  concern  to  such  facilities.  It  is  of  greater 
concern,  however,  to  the  Medicare  beneficiaries  who  do  not  receive  services 
or  are  forced  to  pay  for  them.  The  following  case  histories  illustrate  the 
problem  and  the  high  cost  in  acute  medical  care  and  human  suffering. 

CASE  I 

A  man  in  his  late  60's  suffered  a  stroke  causing  partial  paralysis  on  the 
left  side  of  his  body.  After  initial  acute  care  the  patient  received  initial  re- 
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habilitation  services  in  the  hospital  including  physical  and  occupational 
therapy  and,  perhaps  most  important,  substantial  counseling  for  the  patient 
and  his  wife.  Such  counseling  was  designed  to  relate  the  physical  and  oc- 
cupational therapy  programs  which  were  indicated  to  the  patient's  prospects 
for  continued  physical  improvement  and  independence.  Of  particular  con- 
cern was  his  wife's  awareness  of  the  need  for  substantial  personal  incentive 
to  regain  and  maintain  maximum  functional  capacity. 

Upon  discharge  the  patient  began  receiving  physical  therapy  from  an  out- 
patient rehabilitation  center  (which  was  covered  by  Medicare)  but  oc- 
cupational therapy  and  counseling  (medical  social  services)  which  were 
covered  by  Medicare  when  he  was  an  inpatient  were  terminated.  As  a  re- 
sult the  climate  for  restoration  of  the  patient  deteriorated  as  his  wife 
through  misguided  sympathy  cared  for  more  and  more  of  his  physical  needs. 
As  a  result  the  patient  became  dependent,  lost  ambulatory  capacity,  de- 
veloped contractures,  and  in  a  fairly  short  period  of  time,  was  readmitted  to 
the  hospital.  The  subsequent  cost  of  hospitalization  was  greatly  in  excess  of 
the  cost  of  providing  a  comprehensive  outpatient  program  including  the 
necessary  counseling. 

CASE  II 

A  66  year  old  man  who  was  self-employed  in  an  automobile  agency  had  a 
stroke.  He  progressed  satisfactorily  in  a  rehabilitation  hospital  and  was  re- 
ferred to  an  outpatient  facility  for  continuation  of  services  upon  discharge. 
His  condition  dictated  a  program  of  physical  therapy,  occupational  therapy, 
speech  therapy  and  psychological  services.  The  psychological  services  were  in- 
dicated because  the  patient  experienced  severe  depression  resulting  from  his 
physical  limitations.  Only  physical  and  speech  therapy  are  covered  by  Medi- 
care and  the  patient  did  not  have  sufficient  funds  to  pay  for  additional 
services.  As  a  result  the  progress  toward  restoration  of  function  and  self- 
sufficiency  which  was  made  in  the  hospital  was  not  continued.  The  patient 
was  eventually  readmitted  to  a  hospital  where  such  care  is  reimbursable 
under  Medicare. 

CASE  III 

A  77  year  old  widow  was  living  independently  when  she  suffered  a  stroke 
in  July,  1977.  She  was  hospitalized  for  seven  days.  She  received  a  short-term 
rehabilitation  program  as  an  inpatient,  but  because  she  was  semi-ambulatory, 
she  was  discharged  and  referred  to  an  Easter  Seal  rehabilitation  center  for 
services  as  an  outpatient. 

Evaluation  revealed  the  patient  to  be  depressed  and  dependent  in  all 
activities  of  daily  living.  The  patient's  daughter  had  a  very  unrealistic  out- 
look regarding  her  mother's  problem.  She  stated  that  her  mother  was  not 
trying  to  help  herself.  The  daughter  was  considering  moving  her  into  an 
indenendent  living  situation  in  an  attempt  to  force  her  to  care  for  her- 
self/ 

The  patient's  outpatient  physical  therapy  program  was  covered  by  Medi- 
care, Part  B.  Her  outpatient  occupational  therapy  and  social  service  pro- 
grams were  not  covered  by  Medicare.  Successful  treatment  in  these  programs, 
i.e..  family  education  and*  counseling  by  the  Social  Worker  and  independent 
living  training  by  the  Occupational  Therapist,  probably  was  the  determining 
factor  in  allowing  the  patient  to  successfully  return  to  independence  and  to 
a  better  relationship  with  the  daughter. 

Without  these  non-Medicare  covered  programs,  the  patient  very  likely 
would  have  eventually  been  rehospitalized,  as  her  daughter  could  not  have 
given  her  proper  care.  In  this  patient's  case,  she  received  the  rehabili ration 
services  she  required.  However,  she  received  the  service  because  the  facility 
was  able  to  raise  funds  to  supplement  Medicare. 

In  each  case  the  services  not  covered  by  Medicare  would  have  leen 
covered  if  rendered  by  a  hospital. 

CONSEQUENCES 

The  failure  of  Medicare  to  provide  coverage  of  comprehensive  rehabilita- 
tion services  has  a  number  of  consequences,  all  of  which  are  undesirable. 
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1.  It  promotes  the  provision  of  services  on  an  inpatient  basis  as  a  means 
of  qualifying  such  care  for  reimbursement  and  prolongs  inpatient  stays 
because  of  inadequate  outpatient  programs  when  Medicare  coverage  is  not 
available  to  the  patient  if  discharged. 

2.  It  promotes  outpatient  services  in  high  cost  settings. 

3.  It  discourages  Medicare  patients  from  seeking  and  receiving  compre- 
hensive services  which  restore  their  capacity  to  function  and  mitigate  the 
likelihood  of  recurrent  acute  care. 

4.  It  discriminates  among  beneficiaries  in  the  coverage  of  rehabilitation 
services. 

5.  It  fails  to  recognize  services  which  are  integral  parts  of  the  health 
care  system. 

REMEDY 

The  appropriate  remedy  for  this  problem  is  to  amend  Title  XVIII  to 
qualify  outpatient  rehabilitation  facilities  as  providers  under  section  1861 
(u)  and  to  make  comprehensive  outpatient  rehabilitation  services  a  specific 
benefit  under  section  1832(a)  (2).  Legislation  which  would  achieve  these 
ends  has  been  introduced  by  Representative  Abner  Mikva  of  Illinois  and 
other  members  of  the  House  H.R.  6411  and  by  Senator  Abraham  Ribicoff,  with 
a  number  of  co-sponsors,  in  the  Senate  S.  2647.  These  bills  would  add  to 
section  1861  a  definition  of  inpatient  rehabilitation  services  to  clarify 
coverage  of  rehabilitation  services  designed  to  prevent  deterioration  of 
patients.  Other  definitions  of  "rehabilitation  facility"  and  "outpatient  rehabil- 
itation facility"  contained  in  this  bill  would  eliminate  the  discriminatory  dis- 
tinctions in  current  law  described  above. 


Bradford  County  Citizens  Health  Foundation,  Inc.. 

Toivancla,  Pa.,  June  28,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  B.C. 

Dear  Sir:  As  the  Executive  Director  of  the  only  Home  Health  Agency  in 
Bradford  County,  Pennsylvania,  I  have  written  to  you  in  the  past  month  re- 
garding support  for  various  bills  now  pending  in  both  Houses  which  will 
effect  Home  Health  Services.  Here  is  a  case  in  point. 

Since  May  9.  1978,  this  agency  has  provided  weekly  nursing  visits  to  an 
82  year  old  lady  whose  diagnosis  is  cancer  of  the  colon.  The  family  insisted 
that  she  not  be  told  the  diagnosis.  Signed  orders  for  this  care  were  ob- 
tained as  required  by  Medicare.  As  expected,  the  patient  has  deteriorated  but 
with  the  help  has  been  able  to  remain  at  home  in  reasonable  comfort. 

In  order  to  continue  this  support,  it  is  necessary  for  the  agency  to  obtain 
another  treatment  plan  and  recertification  from  the  physician  by  July  9th. 
Because  the  lady's  daughters  share  the  care,  recertification  plan  continued 
the  nursing  visits  in  part  to  supervise  the  care  the  daughters  are  giving  to 
their  mother.  Today  the  plan  was  returned  with  the  statement  "no  need  for 
nursing  care — Terminal  Ca",  scrawled  across  the  paper/ !  Thus  a  dieing  human 
being  is  simply  written  off !  The  agency  can  not  continue  the  service  without 
physician's  orders.  The  fact  that  the  attentive  and  devoted  husband  and 
daughters  must  cope  with  the  horror  and  suffering  alone  means  nothing.  The 
regulations  state  that  the  services  must  be  "necessary  and  reasonable  treat- 
ment" and  we  all  know  that  there  is  no  "treatment"  for  terminal  Ca  of  the 
colon. 

Why  write  to  you?  You  will  have  a  chance  to  vote  on  the  bill  that  removes 
these  unrealistic  restrictions  on  the  provision  of  Home  Health  Services,  HB 
10738.  I  cannot  urge  you  strongly  enough  to  do  so.  I  would  even  be  willing 
to  come  to  Washington  to  explain  the  needs  of  rural  people  for  this  service. 

Urging  your  favorable  consideration  of  this  matter,  I  remain, 
Sincerely, 

Bette  Wizelman. 
Executive  Director. 
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Statement  Of  Hon.  Clifford  P.  Case,  a  U.S.  Senator  From  the  State  of 

New  Jersey 

Mr.  Chairman,  I  welcome  the  hearings  being  conducted  by  your  Subcommit- 
tee on  the  need  for  improvement  in  the  health  benefits  system  for  the  elderly 
and  disabled.  Scrutiny  of  the  Medicare  system  such  as  that  now  being  under- 
taken by  your  Subcommittee  is  necessary  to  evaluate  and  correct  the  failing 
of  the  Federal  health  care  efforts  on  behalf  of  this  nation's  more  than  23 
million  elderly  and  the  countless  number  of  disabled  individuals  now  receiv- 
ing Medicare  benefits. 

Several  of  my  colleagues,  and  any  number  of  health  organizations  have 
testified  on  specific  changes  needed  in  the  Medicare  laws — home  health  care, 
the  range  of  medical  services  provided,  the  reimbursement  mechanisms  for 
those  providing  health  care  services.  Each  area  is  important,  but  one  issue — ■ 
mental  health  coverage — is  of  particular  concern  to  me. 

In  its  13  year  history,  Medicare  has  not  kept  pace  with  the  rapid  cost 
increases  of  health  care.  The  elderly  have  been  forced  to  bear  the  financial 
burden  for  rising  costs,  and  often  sacrifice  other  necessities  such  as  food  and 
housing  in  order  to  meet  their  health  needs.  Moreover,  the  system  has  not  been 
adequately  altered  to  meet  the  changing  needs  of  the  population  it  serves. 
Medicare  has  developed  few  means  of  dealing  with  the  ever-increasing  num- 
ber and  type  of  health  problems  affecting  the  elderly.  It  continues  to  stress 
medical  care  which  is  short-term,  episodic,  in  nature,  and  singular  rather  than 
multiple  in  cause.  The  stress  under  Medicare  is  on  inpatient  treatment  for 
acute,  rather  than  chonic  illness. 

Nowhere  is  this  more  clear  than  in  the  restrictions  under  Part  A  which 
limit  the  lifetime  availability  of  inpatient  psychiatric  care  to  190  days,  and 
the  restriction  under  Part  B  which  limits  annual  outpatient  coverage  for 
mental  illness  to  $250  per  year  (with  a  50%  copayment) — including  ancillary 
medical  services. 

In  Aging  and  Mental  Health,  Dr.  Robert  Butler,  head  of  the  National  In- 
stitute on  Aging,  pointed  out  that  "Medicare  for  psychiatric  disorders  is  un- 
realistically  limited  and  was  inserted  as  a  kind  of  afterthought.  .  .  .  The  sys- 
tem obviously  affords  inadequate  coverage." 

This  problem  is  one  which  I  have  addressed  by  introducing  with  my  col- 
leagues, Senators  Bayh,  Brooke  and  Javits,  the  Medicare  Mental  Illness  Non- 
Discrimination  Act,  S.  3131,  which  proposes  the  elimination  of  all  dis- 
criminatory caps  on  treatment  for  mental  illness  under  Medicare.  Changes 
comparable  to  those  recommended  in  my  legislation  have  been  suggested  by 
the  President's  Commission  on  Mental  Health  in  its  Report  to  the  President 
of  April  1978  and  by  the  General  Accounting  Office  in  recommendations  to 
the  House  Ways  and  and  Means  Senate  Finance  Committees.  It  is  an  issue  which 
I  am  sure,  will  be  given  serious  consideration  by  your  Subcommittee. 

The  elderly  are  disproportionately  subject  to  emotional  and  mental  prob- 
lems. Thev  lead  the  World  Health  Organization's  list  of  incidences  of  new 
cases  of  mental  illness  of  all  types  per  100,000  population  at  a  staggering 
236.1  compared  to  93  in  the  next  lower  age  category.  The  elderly  account  for 
25  percent  of  all  suicides  are  now  more  readily  affected  by  many  common 
emotional  problems,  complicated  in  part  by  their  growing  physical  and  sensory 
incapacities. 

Medicare  has  made  it  possible  for  many  older  persons  to  meet  their 
phvsical  health  care  needs  with  dignity.  This  is  not  true  for  their  mental 
health  care  needs.  An  estimated  15  to  20  percent  of  older  persons  have 
significant  mental  health  problems.  Nonetheless,  the  elderly  make  up  less  than 
four  percent  of  those  seen  in  public  outpatient  mental  health  clinics  and  less 
than  two  percent  of  those  cared  for  in  private  psychiatric  settings.  Part  of 
the  problem  is  fear— fear  of  asking  for  help,  fear  of  loss  of  dignity.  The 
other  part,  however,  is  financial.  Medicare  does  not  provide  adequately  for 
mental  health  care.  More  often  than  not,  the  needs  of  the  elderly  with  mental 
health  problems  are  never  met. 

The  goal  of  the  legislation  I  introduced,  and  which  I  call  to  your  attention, 
will  eliminate  the  special  restrictions  placed  on  mental  health  treatment  under 
Medicare.  Elimination  of  the  50  percent  copayment  and  enactment  of  the 
standard  80-20  copayment  now  used  for  physical  health  care  will  go  a  long 
way  to  ease  the  large  cost  burden  imposed  on  those  in  need  of  mental  health 
services. 
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Elimination  of  the  190-day  lifetime  limit  for  inpatient  psychiatric  care  and 
substituting  the  "spell  of  illness"  definition  employed  for  the  rest  of  medical 
care  will  result  in  greater  attention  being  paid  to  appropriate  placement  in 
proper  facilities  for  inpatients  in  need  of  mental  health  treatment. 

Elimination  of  the  annual  $250  ceiling  on  outpatient  treatment  for  mental, 
nervous  and  emotional  disorders  will  result  in  greater  utilization  of  outpatient 
services. 

As  far  back  as  I  can  remember,  when  people  talked  about  mental  illness, 
they  did  so  in  hushed  tones.  There  was  a  feeling  of  shame  for  the  families 
of  the  mentally  ill,  a  stigma  attached  to  any  mental  disorders.  Unfortunately, 
that  stigma  has  not  yet  been  completely  erased. 

The  problem  of  mental  illness  is  a  particularly  difficult  one  for  the  elderly 
to  deal  with  both  in  terms  of  recognition  and  treatment.  It  is  wrong  for  us 
to  have  laws  that  discriminate  against  senior  citizens  who  are  troubled  by 
some  form  of  mental  illness,  compared  to  those  who  have  an  illness  that  is 
completely  physical  in  nature.  The  elderly  who  are  mentally  ill  are  doubly 
vulnerable  to  inattention  because  it  is  not  easy  for  them  to  ask  for  help  in 
general,  and  for  medical  treatment  for  mental,  emotional  and  nervous  dis- 
orders in  particular. 

I  am  certain,  Mr.  Chairman,  that  you  and  the  members  of  your  Subcom- 
mittee will  take  the  appropriate  steps  to  eliminate  this  clear  discrimination 
against  the  mentally  ill  elderly  now  built  into  the  Medicare  system.  The  cost 
is  small — Social  Security  estimates  approximately  $45  million — which  repre- 
sents less  than  two-tenths  of  one  percent  of  the  dollars  spent  on  supplementary 
medical  insurance  benefits  under  Part  B  and  less  than  one-half  of  one  percent 
of  Part  A  benefits.  Moreover,  there  will  be  substantial  savings  realized,  since 
the  $45  million  figure  does  not  reflect  the  savings  which  will  be  realized  from 
anticipated  lower  hospitalization  expenditures  or  the  substitution  for  existing 
Part  B  expenditures.  Indeed,  one  longitudinal  study  (1973-1977)  demon- 
strated that  access  to  needed  treatment  for  mental  illness  resulted  in  a  re- 
duction in  mean  length  of  stay  of  the  over-65  patients  in  inpatient  facilities 
from  111  days  to  53  days.  This  more  than  halving  of  hospital  stays  resulted 
in  a  cost  reduction  of  more  than  $1.1  million.  Multiplied  over  the  entire 
elderly  population  in  need  of  mental  health  services,  the  effect  would  be  a 
significant  lowering  of  overall  Medicare  costs. 

Last,  Mr.  Chairman,  this  estimate  does  not  reflect  the  increased  pro- 
ductivity of  a  well  person  nor  does  it  include  the  immeasurable  benefit  of 
being  able  to  live  with  dignity. 

I  hope  you  will  review  my  legislation,  and  comparable  efforts  which  have 
been  introduced  in  the  House  of  Representatives,  and  include  them  in  the 
Medicare  amendment  package  your  Subcommittee  is  developing,  provisions 
which  equalize  the  treatment  opportunities  for  the  elderly  suffering  from 
nervous,  mental  or  emotional  disorders. 


Children's  Memorial  Hospital, 

Chicago,  III.,  June  12,  1978. 

Representative  Dan  Rostenkowski, 
Rayturn  Office  Building, 
Washington,  D.C. 

Dear  Representative  Rostenkowski  :  I  would  like  to  urge  you  to  vote  in 
favor  of  HR  2270  so  that  the  issue  of  freedom  of  choice  for  mental  health 
care  may  come  to  the  floor  of  the  House.  Increasingly,  the  profession  of 
clinical  psychology  is  being  recognized  by  providers  of  state  and  national 
funds  as  what  it  is — a  responsible,  regulated  pool  of  persons  capable  of  treat- 
ing mental  and  emotional  disorders.  Other  federal  programs  offer  citizens  the 
freedom  to  choose  psychologists  as  mental  health  providers. 

Since  my  work  deals  with  patients  of  younger  ages,  I  do  not  stand  to 
benefit  personally  from  the  bill's  passage.  I  do  feel,  however,  it  is  a  matter 
of  national  importance  to  continue  to  recognize  members  of  a  profession  of 
proven  quality  and  to  allow  citizen's  to  choose  the  most  capable  and  com- 
patible therapist  in  accord  with  their  own  needs. 
Sincerely, 

Margaret  O'Connor,  Ph.  D.. 
Acting  Director  of  Training  in  Psychology, 

Division  of  Child  Psychiatry, 
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Citizens  for  Community  Improvement, 

Waterloo,  Iowa,  June  15,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  D.C. 

Dear  Chairman  and  Subcommittee  Members:  As  a  representative  of  the 
Senior  Citizens  Task  Force  of  Waterloo,  Iowa,  in  concordance  with  the 
Citizens  for  Community  Improvement,  I  wish  to  express  our  views  on  the 
Home  Health  Care  Bill  (HR  10738),  introduced  by  Mr.  Pepper,  Cohen,  and 
Ford  which  will  amend  Medicare  parts  A  &  B. 

We  fervently  agree  with  the  three  main  points  of  the  bill:  (1)  To  eliminate 
the  requirement  for  a  hospital  stay  before  home  health  care  can  be  ob- 
tained;  (2)  to  eliminate  the  100  home  visit  list;  and  (3)  to  add  to  the  defi- 
nition of  home  health  care  to  include  periodic  chore  services,  hospital  out- 
reach services,  and  nutritional  counseling, 

For  a  long  time  many  of  the  senior  citizens  have  felt  that  home  health 
care  and  other  inservices  are  much  less  costly  than  institutional  care  re- 
ceived by  nursing  homes.  The  only  time  home  health  care  is  more  expensive 
than  the  nursing  home  is  when  the  elderly  person  is  extremely  impaired, 
which  applies  to  only  17%  of  those  over  65 ! 

Extensive  efforts  should  be  made  to  provide  in-home  services  to  the  elderly 
and  to  avoid  long-term  institutional  care.  We  need  to  eliminate  the  re- 
quirement which  requires  a  hospital  stay  of  3  days  before  home  health  care 
can  be  obtained,  this  is  too  costly  to  the  program  and  most  of  the  time 
is  unnecessary. 

The  Pepper  bill  (HR  10738)  would  eliminate  this  requirement.  The  Medi- 
care program  is  now  only  helpful  when  a  health  crisis  strikes,  leaving  out 
the  chronic  illnesses  which  afflict  a  greater  part  of  our  elderly.  It  also  elimi- 
nates the  100  home  visit  limit  which  infringes  on  our  senior  citizens  rights 
as  human  beings.  They  should  be  at  home  as  much  as  possible. 

Oiir  senior  citizens  want  to  remain  independent.  Independence  will  ob- 
viously cost  less  for  the  government.  Why  should  we  have  to  wait  any  longer 
to  have  it?  We  can  only  remain  independent  by  staying  healthy,  and  we  can 
only  stay  healthy  if  we  have  preventive  care.  Preventive  care  is  not  covered 
by  Medicare,  forcing  senior  citizens  to  do  without  dental  care,  eye  care, 
physical  check-ups,  hearing  aids,  foot  care,  and  physical  therapy.  The  absence 
of  these  services  only  leads  to  more  serious  and  costly  health  problems. 
Physical  therapy  is  essential  in  keeping  our  senior  citizens  mobile  and  at 
home  yet,  medicare  will  not  provide  for  ongoing  physical  therapy. 

The  Dental  and  Eye  Care  bill  (HR  1127)  would  expand  Medicare  to  in- 
clude coverage  of  dental-care,  eye-care,  hearing  aids,  physical  check-ups,  and 
foot-care  as  well  as  offer  protection  against  the  abuse  and  over-pricing  of 
these  services.  As  one  of  our  seniors  have  noted,  the  cost  of  repair  on  her  eye- 
glasses went  from  $30.00  to  $5.00  when  it  was  found  they  could  not  collect 
more  from  her. 

We  also  need  financial  relief  for  the  cost  of  drugs  after  we  get  home  from 
the  hospital,  not  just  while  we  are  in  the  hospital.  The  cost  of  drugs  today 
is  staggering  and  expends  more  than  y2  of  many  of  our  senior  citizens  Social 
Security  checks. 

We  need  to  eliminate  much  of  the  red  tape  now  connected  with  aging 
programs.  We  need  a  more  direct  voice  with  the  government.  I  suggest  a 
Senior  Citizens  Commission  set  up  to  work  with  the  Administration  on  Aging 
to  help  get  things  done.  The  commission  would  consist  of  the  leaders  of 
established  senior  citizens  groups  across  the  nation  to  meet  with  the  Com- 
missioner on  Aging  as  often  as  seen  necessary  by  the  commission  or  the 
Commissioner.  This  will  help  provide  the  necessary  in-put  needed  by  the  Com- 
missioner to  fulfill  his  job  according  to  the  true  needs  of  the  people ! 

We  thank  you  for  giving  us  the  time  and  opportunity  to  be  heard.  We 
trust  that  you  will  take  our  testimony  into  account  when  it  is  time  to  make 
a  decision  that  will  affect  all  of  us.  Thank  you. 
Respectfully, 

Irma  Gossman, 
Senior  Citizens  Task  Force. 
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Statement  of  Mrs.  Virgil  Clark,  R.N.,  Littleton,  Colo. 

COMMENTS  AND  RECOMMENDATIONS 

Practitioners'  services — In  favor  of  increasing  scope  of  occupational  and 
physical  therapists,  audiologists  and  psychologists,  but  decreasing  scope  of 
chiropractors,  and  continue  monitoring  over  utilization. 

Home  health  care 

1.  Elimination  of  the  3-day  prior  hospitalization  requirement  is  very  ap- 
propriate. Many  individuals  do  not  need  to  be  hospitalized  3  days  for  an  acute 
exhorbation  of  a  disease  process  or  after  an  accident,  e.g.,  broken  wrists, 
diabetic  acidosis,  etc. 

2.  Elimination  of  the  100  visit  limitation  on  both  A  &  B  would  really  assist 
the  few  who  need  many  visits  but  it  could  encourage  over  utilization  of 
services. 

3.  Evaluation  visit  before  transfer  from  an  institution  is  needed  since  in- 
ception of  Medicare. 

4.  Elimination  of  the  licensing  requirement  for  proprietary  agencies.  It  is 
doubtful  this  is  a  low  cost  addition  when  considering  the  following  statistics 
released  by  the  Social  Security  Administration  and  reprinted  by  National 
Council  of  Home  Health  Agency  Services,  Inc.,  in  March,  1978,  Executives' 
Memo. 

10.  Medicare:  Utilization  of  Home  Health  Services,  1974 — This  information 
released  by  the  Social  Security  Administration  reports  the  following  statistics 
among  others : 

16.5  percent  Medicare  enrollees  received  reimbursable  home  health  services 
in  1974  incurring  total  charges  of  147.8  million  dollars  or  an  average  of 
$376  per  person  served.  Forty-seven  percent  of  those  served  received  fewer 
than  ten  visits ;  only  two  percent  received  100  visits  or  more ;  65  percent  of 
all  visits  were  for  nursing  services  and  23  percent  for  home  health  aides. 

The  average  visit  (case  cost)  charges  per  person  served:  $296. 

Visiting  nurse  association :  $296. 

Combined  government  and  voluntary  agency  :  $275. 

Governmental  health  agency:  $304. 

Hospital-based  agency :  $414. 

Proprietary:  $608. 

Other:  $614. 

A  further  recommendation  is  that  standards  developed  by  the  National 
League  for  Nursing  as  presented  in  Testimony  before  the  Special  Committee 
on  Aging,  U.S.  Senate,  17  April  1978,  be  implemented. 


Statement  of  the  Coalition  of  Ambulance  Associations  by  Walter  Howell 

The  Coalition  of  Ambulance  Associations  is  comprised  of  state  ambulance 
associations  across  the  country.  Our  membership  includes  state  organizations 
in  Arizona,  California,  Florida,  Idaho,  Kentucky,  Minnesota,  New  York,  North 
Carolina,  Oregon  and  Washington.  The  Coalition's  purpose  is  to  represent  the 
interests  of  the  nation's  private  enterprise  medical  transportation  services. 

The  Coalition  strongly  supports  and  urges  the  Committee's  approval  of  the 
proposed  expanded  coverage  for  ambulance  services  outlined  on  page  5, 
paragraph  (12)  of  Committee  Print  95-89  of  June  16,  1978,  entitled,  "Brief 
Discussion  of  Medicare  Issues  To  Be  Considered  During  Hearings  of  the 
Subcommittee  on  Health." 

Emergency  medical  systems  that  have  been  developed  to  a  high  level  of 
efficiency  over  the  past  several  years  are  currently  hampered  in  serving  Medi- 
care patients  by  the  lack  of  benefits  for  ambulance  transportation. 

As  the  Committee  Print  noted,  in  the  paragraph  headed  Ambulance  Services: 

"Under  present  law,  medicare  will  pay  for  ambulance  service  to  a  hospital 
only  if  it  is  the  nearest  participating  institution  with  appropriate  facilities. 
Occasionally,  however,  it  happens  that  the  nearest  hospital,  while  adequately 
equipped,  does  not  have  a  staff  member  qualified  to  provide  the  necessary 
service  (e.g.,  no  neurosurgeon  where  neurosurgery  may  be  required).  It  has 
been  proposed,  therefore,  to  cover  ambulance  service  to  a  more  distant  hospital 


400 


where  the  nearer  hospital  does  not  have  qualified  staff  readily  available.  It 
has  also  been  proposed  that  coverage  be  extended  to  ambulance  service  pro- 
vided for  institutionalized  patients  (who  cannot  be  safely  transported  in  any 
other  way)  from  the  hospital  or  nursing  home  for  medically  necessary 
radiological  services  not  furnished  by  an  institution,  and  back  to  the  hospital 
or  nursing  facility." 

Appropriate  and  cost-effective  utilization  of  widely  available  EMS  systems 
dictate  the  proposed  changes,  the  Coalition  believes. 

As  the  Committee  is  aware,  the  EMS  systems  that  have  developed  in  many 
areas  of  the  country  have  included  privately  provided  advanced  life  support 
services  (paramedic)  in  the  field.  The  Coalition  of  Ambulance  Associations 
strongly  recommends  that  Medicare  schedules  be  expanded  to  include  payment; 
for  advanced  life  support  services,  currently  being  provided  by  private  enter- 
prise medical  transportation  firms,  where  such  services  are  required. 

The  Coalition  wishes  to  express  its  appreciation  to  the  Committee  for  the 
privilege  of  entering  this  statement  of  our  views  in  the  record. 


[Mailgram] 

Coloeado  Public  Health  Association. 

Denver,  Colo.,  June  15,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,    Subcommittee    on    Health,    Committee    on    Ways    and  Means, 
Washington,  D.C. 

Dear  Dan  Rostenkowski  :  The  first  three  proposals  of  the  home  health 
section  will  serve  to  reduce  health  care  costs.  However  licensure  must  be 
required  for  all  home  health  care  agencies  to  assure  good  quality  of  care  and 
rehabilitation  charges  and  cost  of  services  must  be  linked  and  there  must  be 
incentives  for  efficient  use  of  funds. 

Title  18  and  19  funds  are  regulated  by  PSRO  mandated  in  1972  now  imple- 
mented in  hospitals  and  in  nursing  homes  in  1979.  Federal  funds  for  home 
health  care  PSRO  have  been  cut  licensure  and  certification  set  standards  of 
care  and  require  adequate  staffing  and  supervision  of  personnel.  Documenta- 
tion of  care  to  patients  is  required.  A  utilization  review  board  is  required  to 
assess  the  need  and  appropriateness  of  services  given  to  the  patients.  Cost 
and  charges  are  reviewed  annually  by  the  survey  team  to  establish  reim- 
bursement rates.  The  certifying  team  provides  consultation  to  the  home  health 
agency. 

The  Medicare  certification  program  has  proved  its  value  in  upgrading  per- 
formance of  agencies.  This  is  done  through  surveillance  and  consultation  to 
the  agencies,  for  these  considerations.   We  strongly  recommend  that  the 
licensure  requirements  not  be  eliminated  from  the  home  health  section. 
Sincerely  yours, 

Carl  J.  Johnson,  M.D., 

President. 


LoEGUES,  France,  June  10,  1978. 

Hon.  Dan  Rostenkowski. 
Hon.  William  Cohen. 
Hon.  Abner  Mikva. 

Dear  Congressmen  :  I  have  learned  from  the  Association  of  Americans 
Resident  Overseas,  of  which  I  am  a  member,  that  you  are  sponsoring  H.R.  8234 
which  would,  extend  Medicare  benefits  to  qualified  American  living  abroad. 

When  I  took  this  up  with  Senator  Case  some  years  ago  he  obtained  for  me 
a  statement  from  the  Medicare  administration  saying  that  such  benefits  could 
not  be  extended  outside  the  U.S.A.  (with  certain  exceptions  for  Canada)  be- 
cause they  would  be  unable  to  control  the  costs  of  such  medical  services.  My 
reaction  :  Thank  God ! 

In  France  the  cost  of  medical  care  (hospitals,  doctors,  and  medicines)  is 
from  half  to  two-thirds  less  than  in  the  United  States.  A  medicine  prescribed 
for  Mrs.  Colvin  by  both  her  American  and  her  French  doctors  sells  in  a 
French  pharmacy,  with  Sales  Tax,  for  less  than  one-third  the  price  at  which 
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it  is  sold  in  New  Jersey,  where  there  is  no  Sales  Tax  on  prescription  drugs- 
And  this  medicine  is  made  by  the  same  company  both  in  France  and  in  the 
U.S.A. 

My  thanks  to  you  for  sponsoring  this  resolution. 
Sincerely, 

Charles  H.  Colvin,  M.E. 


Congress  of  the  United  States, 

House  op  Representatives, 
Washington,  D.C.,  June  19,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,   Subcommittee  on  Health,  House  Ways  and  Means  Committee,. 
Washington,  D.C. 

Dear  Mr.  Chairman  :  It  has  been  brought  to  my  attention  that  you  will  be 
holding  hearings  concerning  limited  benefit  expansion  of  Medicare  programs,, 
and  that  home  health  care  services  for  occupational  therapy  will  be  con- 
sidered for  inclusion  in  any  legislation  which  might  be  reported  out  of  sub- 
committee. 

As  a  co-sponsor  of  H.R.  9826,  I  am  interested  in  seeing  the  major  com- 
ponents of  this  bill  enacted  into  law  as  quickly  as  possible.  It  is  my  belief 
that  if  home  health  occupational  services  are  covered  under  Medicare,  as  well 
as  O.T.  outpatient  services,  a  great  savings  can  result,  as  individuals  will  not 
have  to  be  covered  for  benefits. 

Any  consideration  your  subcommittee  can  give  to  this  matter  will  be 
greatly  appreciated  and  I  thank  you  in  advance  for  your  time. 

With  kindest  regards,  I  am 
Respectfully, 

Butler  Derrick, 
Member  of  Congress. 

Bowling  Green,  Kt. 

Dr.  Tim  Lee  Carter, 
Rayburn  Office  Building, 
Washington,  D.C. 

Dear  Dr.  Carter  :  The  American  Association  of  Ophthalmology  recently  sent 
me  a  copy  of  their  testimony  before  the  Subcommittee  on  Health  of  the  House 
Committee  on  Ways  and  Means  RE :  HR2778  to  amend  title  18  of  the  Social 
Security  Act  to  provide  coverage  for  the  services  of  optometrists  related  to 
the  treatment  of  aphakia. 

I  certainly  have  no  objections  to  optometrists  being  covered  for  correction  of 
aphakia  by  spectacles  or  contact  lenses  but  I  do  feel  that  the  amendment 
should  state  that  specifically. 

I  really  regret  personally  the  confrontations  that  optometry  and  opthal- 
mology  have  had  over  the  past  few  years.  I  don't  think  it  is  good  for  our 
patients  but  I  am  afraid  there  are  optometrists  who  do  want  to  greatly 
extend  the  scope  of  their  activity  to  increase  what  has  traditionally  been 
medical  practice. 

Hope  to  see  you  soon.  All  the  best. 
Sincerely, 

John  E.  Downing,  M.D. 


Statement  of  the  Downstate  Legislative  Council  of  Voluntary  Home 
Health  Agencies,  New  York,  N.Y. 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  Frances  McVey,  Execu- 
tive Director  of  the  Visiting  Nurse  Association  of  Brooklyn  and  Chairperson 
of  the  Downstate  Legislative  Council  of  Voluntary  Home  Health  Agencies.1 
The  Council  is  comprised  of  the  six  voluntary  home  health  agencies  which 
service  the  New  York  City  metropolitan  area. 

I  would  like  to  take  this  opportunity  to  commend  the  distinguished  chair- 
man of  the  committee  for  his  demonstrated  concern  with  respect  to  the  issue 
of  improving  home  health  services  under  the  Medicare  program.  The  work 

1  See  member  agencies  listed  on  page  5. 
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of  the  Select  Committee  on  Aging,  under  the  able  guidance  of  Congressman 
Claude  Pepper  and  the  General  Accounting  Office  (GAO)  study  on  home 
health  for  the  elderly  released  late  last  year,  have  set  the  stage  for  these 
hearings  on  the  liberalizing  of  home  health  benefits  under  Medicare  and 
developing  of  a  national  policy  for  the  delivery  of  home  health  services. 

We  wholeheartedly  embrace  the  recommendations  presented  by  the  GAO 
which  state  that,  "until  older  people  become  greatly  or  extremely  impaired, 
the  cost  of  home  services,  including  the  larger  portion  provided  by  families 
and  friends  is  less  than  the  cost  of  putting  these  people  in  institutions."  Elimi- 
nating requirements  that  beneficiaries  be  confined  to  their  homes,  limitation 
on  the  number  of  home  visits  and  adding  homemaker  services  is  supported 
by  our  council.  In  addition,  we  favor  the  elimination  of  the  skilled  nursing 
care  requirement.  The  GAO  feels  it  "would  substantially  effect  the  cost  and 
the  acute  care  orientation  of  the  program,"  but  we  see  this  as  the  essential 
ingredient  in  any  plan  to  remove  the  barriers  to  home  health  services  under 
the  Medicare  program. 

Having  said  this,  I  would  like  to  address  at  this  time  our  first  and  foremost 
concern — the  provision  of  H.R.  12788  which  would  permit  proprietaries  to 
deliver  home  health  services,  exclusive  of  any  state  licensure  provisions,  under 
Medicare.  We  are  alarmed  by  the  provision  of  this  bill  to  permit  the  flow  of 
Medicare  dollars  to  these  profit-making  agencies  and  concerned  that  the 
proprietaries  would  be  acting  as  brokers  of  home  health  services  while  not 
providing  any  direct  services  themselves.  The  premise  that  this  change  will 
go  a  long  way  toward  reducing  the  cost  of  medical  care  and  improving  access 
to  care  by  increasing  the  potential  availability  of  home  health  services  to  our 
Medicare  beneficiaries  is  totally  invalid.  Rather,  if  this  enabling  legislation 
is  enacted,  we  foresee  a  patently  clear  pattern  arising.  The  proprietary  agencies 
will  inevitably  use  their  very  considerable  resources  to  recruit  patients  whose 
health  services  are  covered  by  these  tax  dollars.  Without  the  necessary  utiliza- 
tion review  of  home  health  care,  proprietaries  have  developed  a  predisposition 
toward  higher  cost  per  patient  by  lowering  the  cost  per  visit,  but  at  the 
same  time  delivering  services  as  long  as  the  reimbursement  is  there.  It  is 
equally  clear  that  profit-making  agencies  will  not  continue  service  to  patients 
when  there  is  no  source  of  payment.  It  follows  that  voluntary  and  public 
agencies  will  then  be  called  upon  to  provide  an  ever  increasing  proportion  of 
"free"  service  to  patients  whose  third  party  benefits  have  been  exhausted. 
At  some  point,  this  will  become  an  impossible  burden  and  at  least  some  volun- 
tary agencies  will  be  unable  to  survive.  Will  not  the  curtailment  of  services 
or  the  demise  of  the  voluntary  agencies  finally  result  in  more  rather  than 
fewer  admissions  to  institutional  care  settings,  thereby  increasing  the  costs 
incurred  ? 

Furthermore,  we  all  know  that  home  health  services  must  be  expanded, 
especially  in  the  rural  communities.  To  think  for  the  moment  that  the  pro- 
prietaries are  willing  to  accept  this  assignment  to  service  these  sparsely 
populated,  unprofitable  areas  is  to  delude  oneself.  Experience  in  those  states 
where  the  for-profits  have  been  licensed  was  vividly  demonstrated  that  the 
proprietaries  have  no  predilection  to  service  these  underserved  areas.  How 
may  I  ask  will  this  improve  the  access  to  home  health  services?  What  you 
will  succeed  in  accomplishing  by  passing  this  enabling  legislation  is  to  allow 
the  influx  of  additional  providers  to  the  urban  centers  which  are  already 
receiving  high  quality  services  and  in  no  measure  will  you  improve  access 
in  those  areas  which  desperately  need  these  services. 

We  understand  that  your  action  comes  on  the  heels  of  revelations  regarding 
the  alleged  abuses  attributed  to  the  so-called  "non-profit"  organizations  and 
we  share  your  concerns.  But  we  must  caution  you  on  the  recent  experiences 
of  the  proprietaries  in  California  and  other  states  which  have  permitted  for- 
profit  activity.  The  scenario  has  been  predictable — low  quality  and  high  costs. 

I  would  like  to  direct  your  attention  to  HEW's  publication  on  Health  In- 
surance Statistics,  HI-79,  November  2,  1977  entitled  Medicare :  Utilization  of 
Home  Health  Services,  1974,  which  makes  a  very  succinct  statement  regard- 
ing the  comparison  between  voluntary  and  proprietary  agencies ;  "VNA's  ranked 
below  the  national  average  in  all  measures  of  utilization  and  charges  per 
person  served.  In  contrast,  the  proprietary  agencies  and  the  other  category 
(largely  nrivate  non-profit  agencies)  accounted  for  the  highest  average  num- 
ber of  visits  and  average  visit  charges  per  person,  well  above  the  national 
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averages."  These  experiences  cannot  be  refuted — access  will  not  be  improved 
and  costs  will  escalate. 

We  urge  you  to  thoroughly  examine  the  merits  of  this  proprietary  enabling 
provision,  for  it  is  our  firm  contention  that  this  proposal  will  not  only  fail  to 
improve  availability  and  curtail  costs  of  home  health  services,  but  will  more 
than  likely  have  exactly  the  opposite  result. 

In  conclusion,  H.R.  12788  lias  great  potential  for  increasing  costs,  disrupting 
the  existing  system  and  endangering  the  quality  of  patient  care.  This  must 
not  be  considered  in  conjunction  with  the  other  home  health  Medicare  amend- 
ments whose  passage  we  strongly  support. 


The  National  Easter  Seal  Society 
For  Crippled  Children  And  Adults, 

Chicago,  III.,  June  29,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  House  Ways  and  Means  Committee,  Subcommittee  on  Health, 
Washington,  B.C. 

Dear  Chairman  Rostenkowski  :  On  behalf  of  the  National  Easter  Seal 
Society  for  Crippled  Children  &  Adults,  I  am  submitting  this  letter  of  com- 
ments with  regard  to  possible  amendments  to  Medicare  which  your  Sub- 
committee is  considering.  I  would  appreciate  it  if  this  letter  of  comments  could 
be  included  in  the  hearing  record  with  regard  to  the  hearings  on  Medicare 
amendments  which  your  Subcommittee  has  been  holding. 

There  are  three  particular  issues  which  we  are  concerned  about  and  three 
particular  changes  in  Medicare  which  you  are  considering  that  we  would  sup- 
port. First,  we  are  in  total  support  of  an  expansion  of  the  outpatient  re- 
habilitation benefit  under  Part  B  of  Medicare  in  order  to  include  services  such 
as  occupational  therapy  which  are  ordinary  parts  of  the  comprehensive  out- 
patient rehabilitation  program.  Currently,  the  law  limits  reimbursement  to 
physical  therapy  and  speech  therapy.  We  would  urge  that  the  Committee 
adopt  H.R.  11139,  the  Mikva  bill,  which  would  expand  outpatient  rehabilita- 
tion coverage  to  include  all  of  those  medical  rehabilitation  services  ordinarily 
provided  by  rehabilitation  facilities  which  qualify  as  providers  under  Medi- 
care, Part  B.  We  would  also  urge  that  accreditation  by  the  Commission  on  the 
Accreditation  of  Rehabilitation  Facilities  be  either  required  for  all  facilities 
in  order  to  qualify  as  providers  or  that,  at  least,  all  of  those  rehabilitation 
facilities  which  have  been  accredited  by  CARF  be  "deemed"  to.  be  qualified 
providers  under  Part  B.  At  a  minimum,  we  would  urge  that  occupational 
therapy  be  added  to  the  list  of  outpatient  rehabilitation  services  which  would 
be  reimbursed  by  Medicare,  Part  B  when  provided  by  qualified  organiza- 
tions. Occupational  therapy  is  one  of  the  major  rehabilitation  services  offered 
by  outpatient  rehabilitation  facilities  in  addition  to  physical  therapy  and 
speech  therapy.  Probably  the  next  most  often  utilized  outpatient  rehabilita- 
tion service  would  be  medical  social  services  and  psychological  services.  In 
past  years,  the  Senate  has  adopted  Medicare  amendments  which  would  expand 
coverage  under  the  outpatient  rehabilitation  benefit  to  include  occupational 
therapy  and  medical  social  services.  The  Long-RibicofC-Dole  catastrophic 
health  insurance  program  recently  proposed  also  would  extend  outpatient  re- 
habilitation coverage  under  the  Federalized  Medicaid  program  to  include  oc- 
cupational therapy  and  medical  social  services  as  well  as  physical  therapy  and 
speech. 

In  addition  to  expanding  the  outpatient  rehabilitation  benefit  to  either  add 
occupational  therapy,  occupational  therapy  and  medical  social  services,  or 
a  comprehensive  rehabilitation  benefit,  we  would  urge  that  the  current  re- 
strictions applying  to  occupational  therapy  when  delivered  as  a  home  health 
service  be  eliminated.  The  restrictions  that  we  are  concerned  about  are  those 
which  limit  reimbursement  for  an  occupational  therapy  service  to  situations 
where  the  patient  needs  and  receives  physical  therapy  or  speech  therapy.  We 
see  no  reason  for  limiting  the  provision  and  reimbursement  of  occupational 
therapy  to  those  instances. 

Finally,  we  would  strongly  recommend  that  the  second  waiting  period  for 
Medicare  benefits  for  the  disabled  be  eliminated.  It  is  our  understanding  that 
the  Social  Security  Subcommittee  has  tentatively  decided  to  eliminate  that 
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waiting  period.  We  have  recommended  that  position  many  times  in  the  past. 
We  have  also  recommended  that  the  first  Medicare  waiting  period  be  sub- 
stantially reduced  as  you  well  know.  However,  the  reduction  or  elimination 
of  the  first  waiting  period  should  be  considered  as  part  of  a  major  health 
insurance  initiative  and  is  understandably  not  being  considered  by  your  Sub- 
committee at  the  moment.  The  second  Medicare  waiting  period  is  a  serious 
work  disincentive,  however,  and  should  be  eliminated.  The  risk  of  having  to 
wait  for  2  years  before  health  coverage  is  available  if  a  disabled  person  loses 
a  job  after  having  formerly  been  on  disability  insurance,  is  so  substantial  that 
severely  disabled  people  who  need  medical  care  badly  could  and  do  very 
reasonably  feel  that  taking  a  job  may  be  too  great  a  risk. 

We  appreciate  having  the  opportunity  to  make  our  views  known  and  we 
do  hope  that  you  will  insert  this  letter  in  the  hearing  record  if  time  has  not 
already  passed  for  the  insertion  of  materials  in  the  record.  We  appreciate  your 
concern  for  the  disabled  and  for  rehabilitation  services  as  evidenced  by  your 
consideration  of  these  many  items  dealing  with  therapeutic  services  and  with 
eligibility  of  the  disabled  for  Medicare  coverage. 
Sincerely, 

Donald  Ullman, 
Acting  Executive  Director^ 


[Mailgram] 

Connecticut  Easter  Seal  Society, 

Amston,  Conn.,  June  21,  1918.. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington, D.C. 

The  Connecticut  Easter  Seal  Society  is  pleased  to  learn  that  the  agenda 
items  you  submitted  for  consideration  of  changes  in  the  Medicare  program 
include  expansion  of  rehabilitation  benefits  to  cover  out-patient  occupational 
therapy.  We  commend  your  efforts  but  hope  that  the  more  comprehensive  ^ 
provisions  as  stated  in  the  Mikva-Ribicoff  bills  will  be  approved. 

John  A.  Doyle, 
Executive  Director.. 


Easter  Seal  Society  For 
Crippled  Children  &  Adults  of  Florida,  Inc., 

Sorrento,  Fla.,  June  12, 1918:. 

Congressman  Dan  Rostenkowski, 
Rayburn  Building, 
Washington,  D.C. 

Dear  Congressman  Rostenkowski  :  We  are  writing  you  regarding  our  in- 
terest and  support  for  your  legislative  agenda  which  would  provide  for  re- 
imbursement for  all  out-patient  rehabilitation  medicare  cases. 

The  Florida  Easter  Seal  Society  and  its  17  affiliates  provided  essential 
services  to  more  than  26,100  individuals  last  year,  and  your  support  for  such 
an  amendment  would  be  of  immeasurable  help  on  a  low  cost  basis  to  our 
facilities  and  Medicare  recipients. 

Should  you  require  additional  information  please  feel  free  to  contact  us  at: 
your  convenience. 

Sincerely  yours, 

James  S.  Fiske, 
Executive  Director. 


[Mailgram] 

Illinois  Easter  Seal  Society, 

Springfield,  III.,  June  14, 1978. 

Hon.  Dan  Rostenkowski, 
Rayburn  House  Office  Building, 
Washington,  D.C. 

Dear  Congressman  Rostenkowski:  The  Easter  Seal  Society  of  Illinois  for- 
Crippled  Children  and  Adults  respectfully  requests  that  you  include  in  your- 
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legislative  agenda  an  amendment  to  the  Medicare  bill  which  would  pro- 
vide comprehensive  rehabilitation  benefits  on  a  reimbursable  basis  for  free 
standing  out  patient  rehabilitation  facility. 

It  is  believed  such  an  amendment  would  be  non-controversial  and  such  re- 
habilitation services  can  be  provided  at  low  cost. 
Sincerely, 

I.  P.  Brackett,  Ph.  D., 

President. 


Easter  Seal  Society  of  Metropolitan  Chicago,  Inc., 

Chicago,  III.,  June  29,  1978. 

Congressman  Dan  Rostenkowski, 
Chairman,  Health  Subcommittee, 
JRayburn  House  Office  Building, 
Washington,  D.C. 

Dear  Congressman  Rostenkowski  :  It  is  our  hope  that  your  Committee  will 
favorably  report  the  legislation  which  was  introduced  by  Mr.  Charles  Wiggins, 
Bill  H.R.  12363  to  amend  Section  233  of  the  Social  Security  Act  Amendments  of 
1972.  The  purpose  of  the  amendment  is  to  make  it  possible  for  rehabilitation 
facilities  to  receive  the  appropriate  reimbursement  for  the  services  they  pro- 
vide to  medicare  patients.  Favorable  passage  of  this  bill  is  important  to  the 
[Easter  Seal  Society. 

With  warm  regards, 

Barbara  Brown, 
Executive  Director. 


Statement  of  Hon.  Joshua  Eilberg,  a  Representative  in  Congress  From  the 

State  of  Pennsylvania 

Mr.  Chairman :  Let  me  begin  by  thanking  you  for  the  opportunity  to  present 
this  testimony.  Over  the  years,  the  Health  Subcommittee  has  produced  some 
of  our  most  important  laws,  and  it  regularly  deals  with  issues  which  are 
crucial  to  the  quality  of  life  in  America.  My  distinguished  colleague  from 
Illinois,  who  chairs  this  Subcommittee,  has  been  instrumental  in  the  develop- 
ment of  recent  health  policy. 

I  appreciate  this  opportunity  to  testify  because  I  am  a  co-sponsor  of  the 
Home  Health  Care  Amendments  with  my  colleague  and  friend,  Claude  Pepper, 
the  Chairman  of  the  Select  Committee  on  Aging. 

Before  talking  about  the  Home  Health  Care  Amendments,  I  would  like  to 
take  a  minute  to  say  a  few  words  about  Claude  Pepper. 

In  my  opinion,  Claude  Pepper  has  done  more  than  any  other  Member  to 
sensitize  the  Congress  to  senior  citizens'  issues.  His  influence  has  come  on  two 
levels. 

On  the  personal  level,  Claude  Pepper  has  impressed  every  Member  of  the 
House  with  his  intelligence,  his  vitality,  and  his  energy.  His  career  in  public 
service  is  an  example  for  all  of  us.  After  seeing  Claude  Pepper  in  action,  it  is 
impossible  for  anyone  to  doubt  the  contributions  that  older  Americans  can 
make  to  the  country. 

As  Chairman  of  the  Select  Committee  on  Aging.  Claude  Pepper  has  forced 
the  Congress  to  come  to  terms  with  the  issues  that  most  affect  older  Ameri- 
cans, He  has  brought  into  the  public  forum  many  issues  which  were  previously 
ignored  by  the  leaders  of  the  Federal  Government.  And  Claude  Pepper  is 
personally  responsible  for  the  passage  of  some  very  important,  and  long  over- 
due bills  to  help  older  Americans  live  productive  and  fulfilling  lives.  As  an 
example,  I  would  say  that  our  colleague  from  Florida  is  largely  responsible 
for  the  enactment  of  the  major  reform  of  the  mandatory  retirement  laws 
which  occurred  earlier  this  year. 

For  any  Member  of  the  House,  it  is  truly  an  honor  to  work  with  Claude 
Pepper.  And  that,  Mr.  Chairman,  is  why  I  am  particularly  pleased  to  be  able 
to  testify  on  behalf  of  the  Home  Health  Care  Amendments. 

For  years  we  have  operated  under  the  assumption  that  the  best  place  for 
elderly  people  who  need  medical  attention  is  in  nursing  homes.  This  asump- 
tion  is  reflected  in  the  Medicare  law  which  makes  institutionalization  the 
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only  alternative  for  senior  citizens  who  need  medical  attention.  This  institu- 
tional bias  has  resulted  in  misdirected  implementation  of  fundamentally  well- 
meaning  legislation. 

Medicare  was  set  up  to  help  older  Americans  meet  their  medical  expenses, 
and  to  eradicate  suffering  among  the  elderly.  But  a  great  deal  of  unnecessary 
suffering  has  occurred  because  of  the  way  the  present  Medicare  law  is  written. 
Many  senior  citizens  who  could  live  outside  of  institutions  are  being  forced 
to  accept  unwanted  institutionalization  in  order  to  qualify  for  Medicare  pay- 
ments. 

For  a  person  who  is  capable — with  some  help — of  living  independently  or 
with  his  or  her  family,  it  is  particularly  frustrating  and  depressing  to  have 
to  live  in  an  institution.  Many  doctors  claim  that  such  conditions  often  speed- 
up the  aging  process. 

In  addition,  we  should  not  overlook  the  fact  that  our  communities  suffer 
because  of  the  institutional  bias  in  the  treatment  of  the  elderly.  I  am  sure 
you  are  all  aware  of  the  work  being  done  by  senior  citizens  as  part  of  the 
Retired  Senior  Volunteer  Program  and  the  Senior  Aid  Program.  If  we  persist 
in  encouraging — even  forcing  people  to  accept  institutionalization — we  will 
continue  to  lose  the  contribution  that  older  Americans  are  capable  of  making 
to  the  community.  The  point  is,  Mr.  Chairman,  that  no  one  benefits  from 
the  institutional  bias  that  is  contained  in  our  Medicare  law. 

I  am  sure  that  the  Members  of  the  Subcommittee  are  familiar  with  the 
statistics  that  illustrate  the  fact  that  many  people  who  are  in  nursing  homes 
could  be  living  outside  of  institutions.  As  you  probably  know,  a  study  by 
the.  General  Accounting  Office  revealed  that  as  many  as  25  percent  of  the 
institutionalized  elderly  do  not  need  to  be  in  nursing  homes,  and  are  re- 
ceiving more  medical  attention  than  they  need.  Given  that  there  are  about 
one  million  senior  citizens  presently  living  in  institutions,  perhaps  as  many  as 
250,000  of  these  people  could  be  living  in  the  community  among  their  family 
and  friends. 

The  point  I  want  to  make  is  that  many  older  Americans  are  in  nursing 
homes  even  though  they  don't  need  to  be.  The  evidence  strongly  suggests  that 
this  unnecessary  institutionalization  is  a  by-product  of  poorly  fashioned 
Medicare  laws. 

Under  the  present  laws  governing  Medicare  payments,  home  health  care 
alternatives  are  very  limited.  The  problem  is  that  the  requirements  for  Home 
Health  Care  are  so  restrictive  that  only  a  narrow  class  of  people  can  qualify. 
Since  a  great  number  of  senior  citizens  absolutely  depend  on  Medicare  to 
cover  their  medical  expenses,  they  are  compelled  to  reluctantly  accept  institu- 
tionalization, rather  than  remaining  at  home  and  foregoing  the  Medicare 
benefits. 

For  elderly  citizens,  and  for  their  families,  institutionalization  is  an  emo- 
tional, and  often  tragic  experience.  Mr.  Chairman,  I  believe  it  is  unfortunate, 
and  even  unjust,  that  the  decision  to  institutionalize  a  relative  or  a  friend 
is  a  result  of  a  Medicare  law  which  does  not  allow  for  home  health  care 
alternatives. 

That  is  why  I  am  co-sponsoring  the  Home  Health  Care  Amendments.  The 
intent  of  this  bill  is  simple.  H.R.  10783  seeks  to  amend  the  law  governing 
Medicare  eligibility  so  as  to  make  it  easier  for  Medicare  recipients  to  live 
outside  of  institutions. 

I  am  sure  that  you  are  aware  of  the  major  provisions  of  the  Home  Health 
Care  Amendment,  so  I  will  review  them  quickly. 

First  of  all,  H.R.  10783  wTould  remove  the  requirement  that  a  person  must 
have  spent  time  in  a  hospital  in  order  to  qualify  for  home  health  care. 

Second,  the  bill  would  remove  the  requirement  that  a  person  be  ''home- 
bound"  to  be  eligible  for  home  health  care. 

Third,  the  bill  calls  for  the  removal  of  the  limit  on  the  number  of  visits 
to  doctors  under  the  medical  insurance  and  hospital  insurance  programs. 

Finally,  the  Home  Health  Care  Amendments  would  make  available  a  wide 
range  of  services  which  are  often  necessary  to  maintain  people  outside  of  an 
institution.  These  services  include  periodic  performance  of  household  tasks, 
necessary  transportation,  and  other  vital  services  that  an  elderly  person  may 
not  be  able  to  perform  alone. 

Mr.  Chairman.  I  believe  that  this  bill  is  a  very  simple  and  direct  way  to 
improve  the  availability  of  home  health  care  alternatives  for  persons  who 
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depend  on  Medicare.  I  urge  the  Members  of  this  Committee  to  give  the  Home 
Health  Care  Amendments  positive  consideration,  and  to  report  a  strong  bill 
to  the  full  Ways  and  Means  Committee. 
Thank  you. 


Federation  of  American  Hospitals, 

Washington,  D.G.,  July  5,  1918. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  B.C. 

Dear  Congressman  Rostenkowski  :  This  letter  is  the  formal  statement  of  the 
Federation  of  American  Hospitals,  representing  the  1,000  hospital/100,000 
bed  investor-owned  and  tax  paying  hospital  and  hospital  management  com- 
pany industry.  It  is  in  response  to  your  press  release  of  June  9,  1978,  an- 
nouncing public  hearings  on  possible  amendments  to  the  Medicare  program. 
We  offer  the  following  comments  and  recommendations  for  consideration  by 
you  and  other  Members  of  the  Subcommittee  : 

patient  rights 

The  Federation  and  its  member  hospitals  and  hospital  management  com- 
panies fully  support  the  protection  of  patients'  rights,  and  we  have  adopted 
policies  and  procedures  to  assure  that  administrators,  medical  staff,  employees, 
and  other  personnel  associated  with  or  who  do  contract  work  for  our  institu- 
tions are  aware  of  their  responsibilities  in  these  matters.  To  impose  statutory 
authority,  such  as  contained  in  H.R.  7407  introduced  in  the  first  session  of 
the  95th  Congress,  to  provide  for  the  enforcement  of  standards  relating 
to  patients'  rights  in  certain  medical  facilities,  would  not  in  itself  guarantee 
patients  the  kinds  of  treatment  and  protection  they  have  a  right  to  expect. 

Specific  problems  with  H.R.  7407  include: 

1.  Spurious  complaints  would  be  invited  because  of  the  possibility  that 
damages  would  be  paid. 

2.  The  language  is  too  vague  to  provide  a  basis  of  a  schedule  for  civil 
penalties;  e.g.,  what  constitutes  "adequate  and  appropriate  medical,  nursing 
and  supportive  care?" 

3.  Several  provisions  of  the  proposed  amendment  constitute  an  usurpation 
of  licensure  and  law  enforcement  authority  traditionally  exercised  by  the 
state. 

4.  State  survey  personnel  already  overburdened  and  inadequately  trained 
would  be  required  to  assume  new,  broad  duties  requiring  quick  reaction  time, 
a  responsibility  for  which  they  are  ill-equipped  to  take.  Further,  enforcement 
provisions  in  eleven  states  where  the  threat  of  monetary  penalty  for  violations 
of  health  or  safety  standards  have  proved  expensive  and  administratively 
burdensome  and  the  intended  results  might  also  have  been  achieved  without 
the  threat  of  fines  or  levies. 

5.  Remedies  are  available  through  existing  statutory  law,  contractual  claims, 
or  tort  liability  actions  for  clear  cut  violations  of  law,  physical  or  mental 
abuse  of  patients,  or  fraud. 

Mandated  requirements  emanating  from  such  amendments  would  likely 
remove  the  flexibility  needed  to  maintain  effective  communication  with  pa- 
tients and  would  most  probably  result  in  defensive  practices  on  the  part  of 
institutional  staffs  as  self-protective  devices.  The  consequences  would  ad- 
versely impact  on  patients'  morale  and  thus  impair  their  treatment  programs, 
adding  costs  to  government  programs  from  possible  mental  and  physical  com- 
plications and  increased  lengths  of  stay. 

We  believe  that  effective  programs  are  now  underway  in  most  hospitals 
to  assure  patients'  rights  and  further  that  accreditation  and  certification 
surveys  conducted  by  the  Joint  Commission  on  the  Accreditation  of  Hospitals, 
and  for  Medieare/Medicaid  programs  are  now  sufficiently  broad  to  identify 
aberrant  institutions  and  to  invoke  appropriate  sanctions. 

The  Federation,  therefore,  recommends  that  the  Subcommittee  not  include 
a  patients'  rights  amendment  in  the  legislation  under  consideration. 
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HOME  HEALTH  SERVICES 

1.  The  Federation  supports  H.R.  127SS,  introduced  by  Congressman  Barber 
B.  Conable,  Jr.  on  May  18,  1978,  removing  the  discriminatory  provision  in  the 
Medicare  law  that  permits  non-profit  home  health  agencies  to.  become  certified 
for  Medicare  participation  in  50  states,  while  proprietary  home  health  agen- 
cies may  become  certified  only  in  those  states  which  have  enacted  a  licensure 
law  and  only  after  the  proprietary  is  so  licensed.  Only  20  states  have  passed 
licensure  laws  since  1965,  and  in  one  state,  New  York,  the  licensure  law 
applies  only  to  non-profit  agencies.  Consider  the  case  of  a  state  with  no  home 
health  licensure  law.  A  proprietary  hospital  may  be  a  Medicare  provider  for 
hospital  patients,  but  would  not  be  reimbursed  for  services  rendered  to  Medi- 
care patients  by  its  home  health  agency. 

The  present  law  is  patently  discriminatory-  Other  federal  programs,  Title 
XX  and  the  Older  American  Act,  reimburse  proprietary  home  agencies  with- 
out the  licensure  requirements  of  the  Medicare  law. 

The  present  law  limits  competition.  In  the  long  run,  competition  can  only 
serve  to  contain  costs,  improve  quality  and  better  serve  the  public.  Every 
patient  should  have  a  right  to  choose  his  health  care  provider. 

The  present  law  restricts  the  availability  of  less  expensive  health  care 
services  to  the  nation's  over-65  population  which  has  been  growing  steadily. 
In  many  states  without  licensure  laws,  sufficient  non-profit  agency  personnel 
are  not  available  to  service  home  health  needs. 

The  Federation  urges  the  Subcommittee  to  include  H.R.  127S8  in  your 
197S  Medicare  amendments. 

2.  The  Federation  supports  elimination  of  the  three  day  prior  hospitalization 
requirement.  Although  most  patients  are  referrals  directly  from  hospitals,  a 
patient  is  eligible  under  Part  B  for  100  visits  per  calendar  year  without 
prior  hospitalization  if  the  care  is  ordered  by  his  physician.  The  three  day 
prior  hospitalization  restriction  is  a  barrier,  counterproductive  to  the  most 
•cost  efficient  delivery  of  health  care. 

3.  The  Federation  also  supports  elimination  of  the  calendar  year  limit  of 
100  visits  under  Parts  A  and  B,  as  counterproductive  to  the  most  cost  efficient 
means  of  health  care  delivery- 

4.  The  Federal  supports  reimbursement  for  an  Evaluation  Visit  before 
transfers  from  institutions  currently  required  by  hospital-based  programs  to 
develop  a  nursing  plan  of  treatment,  comply  with  state  form  regulations  for 
proper  documentation,  and  meet  JCAH  standards.  The  time  spent  on  an 
evaluation  visit  is  approximately  two  to  two  and  one-half  times  that  spent 
for  a  skilled  nursing  visit. 

REVISION  IN  STANDARDS  FOR  RURAL  HOSPITALS 

The  Federation  supports  amendments  to  the  Medicare  law  that  would  permit 
more  flexibility  in  application  of  Medicare  conditions  of  participation  for 
small  rural  hospitals  through  waivers  or  exceptions.  An  example  is  the  waiver 
of  the  24-hour  nurse  coverage  granted  to  hospitals  making  good  faith  efforts 
to  achieve  compliance.  Rigid  interpretation  of  standards  frequently  results 
in  increased  costs  without  improving  the  level  of  patient  care. 

PHYSICIAN   REIMBURSEMENT  ASSIGNMENTS 

The  Federation  strongly  opposes  any  amendment,  such  as  that  proposed  by 
(and  subsequently  voted  down)  Representative  Toby  Moffett,  during  the  House 
Commerce  Committee's  hospital  cost  containment  bill  mark-up,  that  would 
deny  hospital  privileges  to  any  physician  refusing  to  accept  Medicare  assign- 
ments for  care  to  Medicare  beneficiaries.  Hospitals  should  not  be  required  as 
a  condition  of  participation  in  the  Medicare  program  to  police  or  coerce  phy- 
sicians into  accepting  assignments.  That  is  a  private  matter  between  Medi- 
care program  and  physicians.  An  entire  community's  institutional  health  care 
services  could  be  crippled  by  mandating  such  a  proposal.  The  Subcommittee 
should  endeavor  to  discover  basic  reasons  for  physicians  accepting  fewer  and 
fewer  Medicare  assignments  and  address  those  issues. 

The  Federation  of  American  Hospitals  appreciates  this  opportunity  to  offer 
its  comments  and  recommendations.  Please  call  upon  us  for  additional  input 
or  assistance. 

Sincerely, 

Michael  D.  Bromberg. 

Executive  Director. 
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Four  Seasons  Nursing  Centers,  Inc., 

Oklahoma  City,  Okla.,  May  23,  1918. 

Congressman  Dan  Rostenkowski, 
Rayburn  House  Office  Building, 
Washington,  B.C. 

Dear  Congressman  Rostenkowski  :  Four  Seasons  Nursing  Centers,  Inc., 
owns  and  manages  six  long-term  care  facilities  containing  1196  beds  in  the 
State  of  Illinois. 

It  has  recently  come  to  our  attention  that  there  are  numerous  proposed 
changes  in  the  Medicare  program  which  would  close  a  number  of  coverage  gaps 
and  eliminate  other  inequities  in  the  program.  In  reviewing  those  proposed 
changes,  I  have  noticed  that  included  in  the  list  was  a  proposal  for  eliminating 
the  three-day  hospital  stay  requirement  for  eligibility  in  the  Medicare  Part  A 
home  health  benefits  program.  However,  there  was  no  such  proposal  for  elimi- 
nating the  three-day  prior  hospitalization  requirement  for  skilled  nursing 
facility  benefits. 

In  view  of  the  substantial  dollar  savings  to  the  State  of  Illinois  in  pre- 
venting unnecessary  hospitalizations  in  order  to  comply  with  Medicare  eligi- 
bility requirements  and  the  potential  dollar  savings  to  the  State  and  its 
citizens  by  having  Medicare  first  dollar  coverage  (thus  equalizing  the  present 
disproportionate  share  of  Medicare  to  Medicaid  residents  in  nursing  home), 
we  encourage  you  to  correct  this  oversight  in  the  proposed  changes. 

Your  attention  to  this  matter  will  be  greatly  appreciated. 
Respectfully, 

John  E.  Bingaman, 

President. 


Chicago,  III.,  May  20, 1978. 

Hon.  Dan  Rostenkowski. 

Dear  Congressman  :  I  would  like  to  urge  you  to  put  in  a  bill,  making  it 
mandatory  for  "Doctors  and  Suppliers"  to  take  the  assignment  for  "Medicaid 
payments  for  their  services."  There  are  very  many  of  us  "Senior  Citizens"  that 
cannot  pay  these  bills,  and  wait  for  "Medicaid"  to  process  the  forms  and  reim- 
burse us,  while  the  "Doctors  and  Suppliers"  are  in  a  better  position  to  do  this.- 
Hoping  this  meets  with  your  approval. 

Thanking  you. 
Sincerely, 

Philip  F.  Gasikowski. 


Hospice  Inc., 
New  Haven,  Conn.,  June  28,  1918. 

Hon.  Daniel  Rostenkowski. 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington,  D.C. 

Dear  Mr.  Rostenkowski  :  This  is  being  submitted  as  testimony  for  your 
consideration  and  that  of  the  members  of  your  Committee  with  respect  to  the 
need  for  modifying  the  Medicare  benefits  so  as  to  more  adequately  meet  the 
needs  of  the  terminally  ill  and  their  families  who  may  receive  the  hospice  pro- 
gram of  care.  The  short  notice  of  the  public  hearing  held  last  week  pre- 
vented my  attendance.  I  am  available  to  discuss  these  proposals  in  greater 
detail  with  you  or  members  of  your  staff.  One  further  point,  I  am  submitting 
this  testimony  representing  not  only  Hospice,  Inc.  in  New  Haven  of  which  I 
am  the  Administrator,  but  also  the  National  Hospice  Organization  of  which  I 
am  the  Executive  Secretary. 

Mr.  Chairman,  programs  of  private  and  government  sponsored  health  insur- 
ance—Blue Cross,  Blue  Shield,  Medicare,  Medicaid,  Title  XX,  CHAMPUS, 
and  numerous  others — have  eased  much  of  the  pressure  on  individuals  and 
families  confronted  with  the  ever  mounting  costs  of  health  care.  However, 
these  programs  are  really  designed  for  and  considered  adjuncts  to  the  acute- 
care  hospital  system.  Such  programs  may  cover  a  wide  range  of  inpatient 
services  plus  those  needed  during  the  post-hospital  recovery  period  but  they 
are  not  designed  to  cover  the  particular,  though  by  no  means  unusual  needs 
of  those  who  are  terminally  ill.  By  and  large,  they  ignore  the  situation  of 
the  person  who  needs  home  care,  not  hospitalization,  and  who  needs  a  broad 
range  of  medical,  social  and  psychological  services. 
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Hospice,  Inc.  is  at  the  forefront  of  a  growing  number  of  organizations 
concerned  with  this  type  of  patient  and  with  the  difficulties  presented  by  the 
current  health  insurance  system,  which  has  not  yet  responded  to  the  need  for 
expanded  services  for  those  who  are  terminally  ill  and  being  cared  for  in  their 

homes. 

Hospice,  Inc.  provides  physical  and  psychological  care  and  support  to  help 
people  live  effectively  in  the  face  of  impending  death.  We  currently  do  this 
through  our  Home  Care  Program,  working  with  the  patient's  family  and 
others,  by  coordinating  and  providing  the  medical,  social,  psychological  and 
spiritual  services  needed  by  the  patient  and  his  or  her  family. 

Since  1974,  Hospice,  Inc.  has  served  more  than  535  patients  and  their  families 
under  our  Home  Care  Program.  A  hospice  facility  is  under  construction  and  is 
scheduled  to  be  completed  by  October,  1979.  This  building  will  have  44  beds, 
space  for  the  Home  Care  team,  an  Out-Patient  Clinic,  a  Day  Care  Center  for 
children  of  staff  and  patients,  and  administrative  offices. 

Although  today  Hospice,  Inc.  is  serving  an  area  with  a  population  of  ap- 
proximately 400.000,  the  Home  Care  Program  will  ultimately  serve  a  popula- 
tion of  600.000  in  an  area  of  20  cities  and  towns.  When  fully  functioning,  the 
Home  Care  Program  will  care  for  an  estimated  500  patients  a  year.  The  in- 
patient facility  will  serve  the  entire  state  of  Connecticut  with  a  popula- 
tion of  3.2  million  and  will  care  for  an  estimated  900  patients  and  their 
families  a  year.  (A  95%  occupancy  rate  is  projected  within  two  years  of 
opening.) 

Thus  far,  Hospice,  Inc.  has  been  able  to  offer  our  home  care  services  through 
grants  from  several  national  and  local  foundations,  individual  and  corporate 
contributions,  and  a  major  contract  with  the  National  Cancer  Institute  (NCI). 
Because  of  the  NCI  contract  which  terminated  in  September,  we  have  not  until 
now  charged  for  our  home  care  services.  We  have  been  certified  by  Medicare 
as  a  Home  Health  Agency  and  have  received  our  provider  number. 

Because  of  the  innovative  nature  of  the  Hospice  Program,  and  because  of 
our  recent  change  in  status,  since  the  termination  of  the  NCI  grant,  to  an 
agency  that  will  be  billing  for  services,  we  have  been  forced  to  take  a  close 
look  at  the  way  in  which  health  insurance  functions  and  at  the  underlying  as- 
sumptions and  policies  governing  reimbursement  of  health  care  providers. 

The  current  importance  of  third-party  payers  in  the  health  system  can  not 
be  understated.  Third-party  payers  now  cover  more  than  two-thirds  of  all 
health  care  spending.  Yet  this  health  care  coverage  is  limited,  for  the  most 
part,  to  those  patients  who  have  suffered  acute  illness,  who  have  been 
hospitalized  and  who  can  be  expected  to  recover.  This  narrow  focus  of  the 
third-party  payers  on  the  institutional  delivery  of  health  care  services  com- 
bined with  a  rigid  licensing  system  has  hindered  the  introduction  of  new  ways 
of  delivering  health  services. 

The  current  system  is  especially  antithetical  to  the  requirements  of  home 
care.  A  few  statistics  underscore  the  point :  In  1975.  Medicare  spent  about 
1%  of  its  total  expenditures  on  home  health  care  services.  In  1975,  Medicaid 
spent  $70  million  for  home  care  services  in  contrast  to  $4.3  billion  it  spent  for 
nursing  home  services  in  the  same  year.  The  Veterans  Administration  spent 
$5  million  for  home  care  and  $240  million  for  institutional  care. 

The  emphasis  on  the  institutional  delivery  of  health  care  clearly  overlooks 
the  nature  of  terminal  illness.  These  illnesses  are  difficult  to  treat  medically, 
the  services  being  directed  to  controlling  the  effects  of  the  disease  rather  than 
treating  the  disease  itself.  Having  an  illness  without  hope  of  recovery  and 
facing  death  creates  a  host  of  other  problems — physical  pain,  spiritual  pain, 
social  pain,  psychological  pain,  and  financial  pain.  These  problems  demand  a 
complex  package  of  services  that  varies  over  time  in  frequency,  duration  and 
intensity.  The  needs  range  from  skilled  medical  services,  provided  by  physi- 
cians, nurses  and  therapists,  to  social  services  such  as  financial  counseling,  to 
nutritional  and  personal  care  services,  plus  homemaking  and  chore  services, 
such  as  housekeeping  and  shopping. 

At  this  point,  an  examination  of  specific  features  of  the  hospice  program  of 
care  is  appropriate  so  that  we  can  further  place  the  reimbursement  system  in 
context.  Hospice  is  a  program  which  provides  palliative  and  supportive  care 
for  terminally  ill  patients  and  their  families.  Thus,  we  are  faced  immediately 
with  a  reimbursement  problem  because  the  insurance  system  does  not 
recognize  the  family  as  the  unit  of  care,  but  only  the  patient.  Only  minimally 
does  the  insurance  system  recognize  palliation. 
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Hospice  care  is  provided  either  directly  or  on  a  consulting  basis  with  the 
patient's  physician  or  another  community  agency  such  as  a  visiting  nurse 
association.  Again,  there  is  potential  conflict  with  the  structure  of  the  third- 
party  payment  system.  There  must  be  only  one  provider.  For  example,  col- 
laborative delivery  of  services  is  discouraged  except  under  certain  circum- 
stances when  contractual  arrangements  are  permitted. 

The  Hospice  Program  emphasizes  symptom  control  and  preparation  for  and 
support  before  and  after  death.  Full-scope  services  are  provided  by  an  orga- 
nized interdisciplinary  team  which  is  available  on  a  2^-hours-a-day,  7-days-a- 
week  basis.  These  aspects  of  the  Hospice  Program  really  present  a  number  of 
problems  with  respect  to  reimbursement.  "Support"  is  a  service  not  fully 
recognized  by  the  third-party  reimbursement  system.  The  use  of  an  inter- 
disciplinary team  also  creates  a  number  of  problems  which  will  be  discussed 
later  in  more  detail. 

Finally,  hospice  care  extends  through  the  mourning  period,  but  the  third- 
party  system  does  not  acknowledge  the  process  of  bereavement  as  a  time  when 
one  may  need  health  care  services  despite  the  evidence  that  significant  health 
problems  arise  in  and  result  from  bereavement. 

I  now  want  to  address  myself  to  some  of  the  specific  services  for  which 
Hospice,  Inc.  will  not  receive  payment,  either  through  Medicare  or  some  other 
third-party  payer : 

1.  Medicare  pays  for  home  care  service  if  the  patient  is  "essentially  home- 
bound".  This  is  denned  to  mean  that  the  patient  is  unable  to  go  outdoors  un- 
assisted. For  Hospice,  Inc.,  in  a  significant  number  of  instances,  no  payment. 

2.  To  qualify  for  reimbursement,  home  care  services  must  be  provided  on  an 
intermittent  basis.  If  a  patient  requires  hospitalization  and  refuses  to  go,  he 
is  not  eligible  for  home  health  benefits.  Many  terminally  ill  patients  refuse  to 
go  to  the  hospital,  given  the  experiences  they  have  had  with  their  terminal 
illness.  This  regulation,  combined  with  the  requirement  that  a  patient  be  un- 
able to  go  outdoors  in  order  to  qualify  for  home  care,  puts  the  patient  in  a 
"Catch  22"  situation.  For  Hospice,  Inc.,  no  payment. 

3.  Though  insurors  are  willing  to  pay  the  full  rate  for  visits  by  one  or 
more  different  professionals,  they  are  reluctant  to  pay  a  slightly  higher  rate 
for  a  hospice  nurse  visit  which,  because  of  its  nature,  requires  an  additional 
15-30  minutes  per  visit.  Hospice  nurses  are  trained  in  a  variety  of  skills.  In 
addition  to  their  nursing  skills,  they  can  perforin  lower  level  services  of  other 
professionals,  such  as  counseling  and  basic  PT  exercises.  We  find  that  it  is 
in  the  best  interest  of  the  patient  that  he  not  be  bombarded  with  developing 
new  relationships  with  health  professionals.  Hospice  nurses  spend  a  little  more 
time  with  the  patient,  given  these  additional  non-nursing  services.  Because 
they  provide  these  additional  services,  there  is  no  need  for  another  visit  by 
a  different  professional. 

4.  Only  skilled  nursing  services  are  eligible  for  coverage  and  there  is  no 
payment  for  a  service  that  could  be  performed  by  the  average  non-medical 
person.  It  is  irrelevant  that  there  may  be  no  one  in  the  home  who  could 
perform  the  service.  Consider  the  situation  of  an  aged  husband,  cared  for  by 
his  aged  wife,  who  is  unable  to  perform  one  needed  service,  thus  requiring  a 
twice  a  week  nursing  visit  at  a  cost  of  $25.00  per  visit.  For  this  family  in- 
stitutionalization becomes  the  answer  to  the  predicament.  Here  again,  for 
Hospice,  Inc.,  no  payment. 

5.  To  qualify  for  reimbursement,  physical  therapy  services  in  the  home  must 
be  restorative.  For  the  terminally  ill,  physical  therapy  is  palliative.  Therefore, 
for  Hospice,  Inc.,  in  most  cases,  no  payment. 

6.  Teaching  of  family  is  reimbursable  only  as  part  of  a  "re-evaluation 
visit".  For  Hospice,  Inc.,  which  does  extensive  work  with  the  family,  no 
payment. 

7.  Hospice  nursing  visits  to  the  hospital  to  follow  up  on  a  patient  to  en- 
sure that  the  plan  of  care  is  being  maintained  are  not  reimbursable.  Be- 
cause of  the  manner  in  which  the  hospital  program  of  care  is  organized,  this 
inevitably  results  in  a  significant  change  in  the  plan  of  care  and  a  longer 
stay  in  the  hospital.  For  Hospice,  Inc.,  no  payment. 

S.  For  reimbursement,  Part  A  coverage  must  be  preceded  by  not  less  than 
three  consecutive  days  in  the  hospital  as  an  inpatient.  Those  patients  who 
have  exhausted  Part  B  coverage  become  ineligible.  In  a  random  survey  of 
100  Hospice,  Inc.  patients,  more  than  80%  were  referred  to  Hospice  after  7 
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or  more  days  following  discharge  from  the  hospital.  Thus,  to  make  these 
patients  eligible,  they  must  be  hospitalized  again. 

9.  For  reimbursement,  under  Part  A,  a  plan  of  care  must  be  established 
within  14  days  of  discharge  from  a  qualified  inpatient  stay.  In  the  Hospice, 
Inc.  sample,  more  than  70%  of  the  patients  had  been  referred  to  Hospice  after 
two  weeks'  discharge  from  any  (not  necessarily  qualified)  institution. 

10.  We  have  been  informed  that  Medicare  will  not  pay  for  our  physician 
home  visits.  The  carrier  is  seeking  a  ruling  on  this.  The  Hospice,  Inc. 
physicians  are  on  staff  with  an  annual  salary.  To  the  best  of  anyone's 
knowledge,  no  other  home  health  agency  in  America  has  physicians  on  staff. 
They  all  use  community  physicians  who  are  paid  for  whatever  home  visits 
they  may  make — which  are  precious  few  indeed,  and  on  a  fee-for-service  basis. 
The  very  essence  of  the  hospice  concept  is  to  have  a  physician  on  staff  to 
support  the  other  professionals. 

We  have  cared  for  over  525  patients  in  our  Home  Care  Program.  The 
average  patient  received  a  total  of  15  visits  over  the  course  of  2.9  months.  He 
also  received  an  average  of  four  visits  from  other  health  providers.  We 
estimate  the  total  cost  of  Hospice  Home  Care  services  at  $750.  This  is  equal 
to  three  days'  hospital  stay  in  our  community.  Of  the  total  525  patients,  58% 
died  at  home.  More  significantly,  this  past  year  65%  died  at  home.  During  the 
last  quarter,  71%  died  at  home.  Clearly,  the  Hospice  Home  Care  Program 
offers  dollar  savings  and  is  cost  effective. 

In  our  inpatient  facility  now  under  construction,  the  projected  charge  all 
inclusive  will  be  less  than  $100  per  day — and  we  anticipate  an  average  length 
of  stay  of  10  days.  Better  care  at  lower  cost — I  hope  so ! 

Most  of  our  patients  are  too  rich  for  Medicaid  and  too  young  for  Medicare. 
Consider  the  following  situation :  One  of  our  patients  was  38  years  of  ager 
married,  with  three  children.  He  and  his  wife  ran  a  small  business.  When  we 
were  called  in,  he  owed  the  local  hospital  more  than  $17,000  and  he  was  pay- 
ing it  off  at  the  rate  of  $50  per  month— just  enough  to  keep  the  bill  col- 
lector from  pounding  on  the  door.  His  medical  insurance  was  nearly  exhausted. 
Medicaid  would  pick  up  the  cost  of  his  care  if  he  would  reduce  all  of  his 
assets  (except  selling  his  home)  to  $250.  This  meant  selling  his  business 
which  was  his  assurance  that  his  wife  would  have  a  job  and  a  means  of 
supporting  herself  and  their  three  children  after  he  died.  We  never  were  able 
to  get  this  man  pain  free.  His  pain  was  a  financial  one. 

The  preceding  has  highlighted  the  problems.  Are  there  any  solutions?  I 
believe  there  are,  but  they  must  come  from  a  basic  change  in  the  laws  that 
have  established  the  third-party  payment  system.  That  system  is  focused  on 
cure  and  rehabilitation  and  denies  to  the  terminally  ill  and  their  families  the 
kind  of  support  they  are  entitled  to  receive.  But  let  us  not  too  hastily  con- 
demn those  who  have  designed  the  system,  for  it  reflects,  in  my  opinion,  the 
attitudes  of  us  as  a  nation  a  decade  or  so  ago.  Even  today,  the  prevailing 
attitude  is  to  ignore  the  needs  of  the  terminally  ill.  What's  the  solution?  I 
submit  the  following  for  your  consideration : 

Current  federal  law  states  that  when  a  person  is  deemed  to  be  permanently 
and  totally  disabled,  Medicare  will  assume  the  cost  of  the  provision  of  health 
care  for  such  a  person  irrespective  of  age,  providing  that  he  has  been  perma- 
nently and  totally  disabled  for  two  years  and  receiving  disability  income. 
Such  a  determination  can  be  made  retroactive  for  12  months.  Hospice  patients 
can  not  meet  that  requirement,  as  the  average  length  of  stay  is  less  than  three 
months.  The  law  needs  to  be  changed  to  state  that  when  a  person  is  deemed  to 
be  terminally  ill  with  a  prognosis  of  6  months  or  less,  at  that  moment  he  shall 
also  be  deemed  to  be  permanently  and  totally  disabled  and,  irrespective  of  age,, 
eligible  for  Medicare  assistance  in  the  payment  of  his  health  care  services, 
providing  he  is  receiving  those  services  from  a  bonafide  hospice  program  of 
care  as  defined  by  the  Secretary  of  HEW.  The  services  should  be  covered 
wnether  they  are  provided  in  the  home  or  in  an  acceptable  institution  as  de- 
termined by  the  Secretary  of  HEW.  The  provider  shall  be  paid  a  lump  sum 
and  guarantee  not  to  abandon  the  patient.  The  provider  shall  also  be  subject 
to  quality  control  monitoring — the  lump  sum  rate  to  be  negotiated  each  year, 
based  on  the  previous  year's  experience. 

Should  we  be  able  to  achieve  such  a  change,  consider  what  it  will  do  for 
patients  and  those  who  provide  them  wit*1  care: 

1.  We  will  have  to  deal  with  only  one  insurer. 
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2.  There  will  be  universal  coverage  irrespective  of  the  ability  to  pay. 

3.  Administrative  costs  will  be  reduced. 

4.  Program  assessment  will  be  based  on  total  program  achievements  and  not 
its  individual  parts. 

5.  A  "cap"  will  be  placed  on  costs. 

6.  The  care  givers  will  be  freed  to  make  decisions  based  on  the  patient/ 
family  needs  and  not  the  needs  of  the  bureaucrats  and  claim  processors. 

Those  of  us  in  the  forefront  of  the  "Hospice  Movement"  in  America  believe 
the  time  has  now  come  for  the  nation's  health  policy  makers  to  recognize 
hospice  care  as  a  viable  program  of  health  care.  The  terminally  ill  and  their 
families  should  be  eligible  for  help  in  the  payment  of  their  health  care  needs 
in  their  own  right  and  not  because,  from  time  to  time,  they  happen  to  fall  into 
somebody  else's  category.  Moreover,  this  program  of  care  to  be  provided 
within  the  framework  of  existing  appropriations  does  not  require  the  ap- 
propriation of  additional  dollars  if  we  accept  the  program  as  a  continuum  of 
care  embodying  both  home  care  and  inpatient  services. 

The  major  modification  from  the  English  experience  that  is  taking  place  in 
America  is  that  the  Hospice  Program  is  first  a  home  care  program  and  is  in 
need  of  some  beds  to  back  up  the  home  care  program.  We  need  to  be  zealous 
about  this  fact  and  not  permit  the  Hospice  Program  to  become  an  inpatient 
facility  program  that  justifies  the  unnecessary  filling  of  beds.  The  vast  ma- 
jority of  patients  want  to  be  at  home  when  faced  with  a  terminal  illness. 
Most  can,  as  witnessed  by  the  experiences  of  Hospice,  Inc.  and  other 
hospices.  Currently  there  are  more  than  179  hospice  groups  in  39  different 
states  plus  the  District  of  Columbia  in  various  stages  of  development. 

I  hope  that  this  testimony  will  shed  some  light  on  your  deliberations.  Those 
of  us  actively  involved  in  the  "Hospice  Movement"  stand  ready  to  give  you 
and  the  members  of  your  Committee  whatever  additional  information  and 
assistance  you  may  require  to  arrive  at  a  just  decision  to  assist  those  among 
us  who  are  terminally  ill. 
Respectfully, 

Dennis  Rezendes, 

Administrator. 


Statement  of  the  Home  Care  Association  of  New  Yokk  State,  Inc. 

I  am  Janet  E.  Starr,  Executive  Director  of  the  Home  Care  Association  of 
New  York  State,  Inc.,  a  non-profit  statewide  organization  composed  of  96 
agencies  providing  in-home  health  and  related  support  services  in  the  com- 
munities of  New  York  State,  20  allied  organizations  and  30  individuals  con- 
cerned with  the  development  and  appropriate  use  of  home  care.  The  Associa- 
tions office  is  located  at  Room  708,  Midtown  Plaza,  700  East  Water  Street, 
Syracuse,  New  York  13210.  The  attached  brochure  describes  the  Association 
and  its  program. 

The  Association  commends  and  supports  efforts  to  improve  the  home 
health  benefits  available  under  Medicare  to  the  elderly  and  disabled.  Spe- 
cifically, we  support  the  following  changes : 

1.  Elimination  of  the  three-day  prior  hospitalization  requirement  so  that 
Medicare  benefits  can  be  used  to  prevent  hospital  care  when  home  care  could 
oe  substituted  for  it.  Elimination  of  this  requirement  would  result  in  human 
as  well  as  cost  benefits.  It  would  also  permit  treatment  of  the  patient  as  a 
whole  not  just  the  illness  for  which  he  was  hospitalized.  Because  elderly 
persons  often  have  chronic  conditions  in  addition  to  the  acute  condition  re- 
quiring treatment,  this  change  makes  good  sense. 

2.  An  increase  in  the  numoer  of  home  health  visits  covered  oy  Medicare  or 
-dropping  limitations  on  the  numoer  of  visits  covered  under  Part  A  and  Part  B. 
Statistics  released  last  year  by  DHEW  in  the  report,  "Medicare:  Utilization 
of  Home  Health  Services,  1974,"  show  that  the  average  number  of  visits  per 
persons  served  was  20.6  and  that  less  than  two  percent  of  the  patients  using 
Part  A  services  received  more  than  100  visits.  Less  than  one  percent  of  pa- 
tients using  Part  B  services  exhausted  the  100  visits.  Thus  increasing  the 
number  of  visits  allowed  or  removing  the  limitations  on  visits  would  not 
greatly  increase  costs.  It  would  help  Medicare  better  serve  the  small  number 
of  persons  who  need  additional  care  and  very  likely  prevent  their  readmittance 
to  an  institution. 
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3.  We  urge  that  homemaker/ chore  service  be  added  to  those  covered  by 
Medicare  as  a  cost  effective  measure.  For  many  persons  the  delivery  of  inter- 
mittent health  services  is  not  enough  to  shorten  or  prevent  institutional  care. 
Homemaker  service  supplements  these  and  often  is  the  service  that  makes  it 
possible  for  a  person  to  be  cared  for  at  home,  rather  than  in  an  institution. 
The  addition  of  homemaker  service  to  those  covered  would  make  Medicare 
more  responsive  to  the  needs  of  beneficiaries  and  could  prevent  much  costly 
institutional  care  for  those  who  cannot  be  cared  for  at  home  without  it. 

The  Home  Care  Association  opposes  II. It:  12788  or  any  other  legislation 
which  would  remove  existing  restrictions  on  the  Medicare  participation  of 
proprietary  agencies  for  the  following  reasons : 

1.  We  support  certificate  of  need  for  home  health  agencies.  Removing  exist- 
ing restrictions  without  certificate  of  need  and  planned  development  could 
result  in  costly  duplication,  not  cost  savings. 

2.  We  do  not  feel  that  an  incentive  system  applicable  to  the  production  of 
goods  necessarily  applies  to  the  production  of  services  to  people  who  are 
vulnerable. 

3.  Proprietary  agencies  abandon  patients  when  they  are  no  longer  eligible  for 
third-party  reimbursement  and  cannot  pay  for  needed  services  out  of  their 
own  pockets.  Experience  in  states  which  certify  proprietaries  shows  that  when 
patients  are  no  longer  eligible  for  Medicare  or  Medicaid,  they  are  "dumped'' 
on  the  non-profit  and  public  sector.  In  a  multi-service  community  it  is  neces- 
sary for  a  for-profit  provider  to  limit  its  role  in  furnishing  high-cost  services 
and  in  accepting  low-pay  users.  In  such  situations  voluntary  and  public 
providers  must  accept  the  responsibility  for  meeting  the  needs  of  the  dis- 
advantaged poor  and  elderly  and  also  for  furnishing  needed  services  which  are 
less  used,  more  complex  or  money-losing. 

4.  Costs  of  care  from  proprietary  certified  agencies  are  higher  when  they 
must  cover  the  supervisory  and  professional  costs  required  of  a  home  health 
agency.  At  Congressional  hearings  held  in  October,  1975,1  a  spokesman  from 
the  office  of  the  California  Auditor  General  cited  questionable  items  in  over- 
head costs  of  proprietary  agencies.  He  said  that  while  he  has  seen  poorly- 
managed  public  sector  programs,  he  has  never  seen  abuses  of  the  magnitude 
of  those  occurring  in  the  proprietary  sector. 

5.  Home  health  care  has  unique  problems  of  quality  assurance  and  control 
because  it  is  carried  out  in  the  homes  of  individuals,  not  at  a  central  site. 
The  potential  for  abuse  and  profiteering  by  unscrupulous  providers  is  great. 
New  York's  experience  in  the  nursing  home  field  showed  that  safeguards 
presumed  to  be  adequate  were  inadequate.  Certification  of  proprietary  agencies 
should  be  delayed  until  clearer  controls  of  the  quality  and  use  of  home  health 
services  can  be  identified,  and  these  should  then  apply  to  providers  of  all 
home  care  services,  regardless  of  auspices  or  source  of  payment. 

6.  Proprietary  providers  are  attracted  to  metropolitan  profit  centers  where 
adequate  services  are  generally  available  now.  Certifying  proprietary  agencies 
would  do  little  or  nothing  to  help  the  underserved  rural  areas. 

7.  State  agencies  charged  with  regulating  and  monitoring  home  health  care 
are  understaffed.  When  he  vetoed  a  bill  that  would  license  proprietary  agencies, 
New  York's  Governor  Hugh  Carey  said  in  part,  "The  (State)  Health  Depart- 
ment estimates  that  $2  million  would  be  needed  for  staffing  and  resources  to 
effectively  perform  the  inspection,  auditing  and  review  implementation  this 
bill  would  require  *  *  *  .  In  this  time  of  fiscal  crisis  it  is  highly  inappropriate  to 
mandate  such  regulatory  burdens  on  an  agency  with  no  assurance  it  will  be 
funded  or  staffed  to  perform  those  functions  for  the  protection  of  the 
public  *  *  *  ." 

8.  The  governing  bodies  of  non-profit  and  public  agencies  are  accountable 
to  the  community  and  are  composed  of  representatives  of  the  community. 
Proprietary  agencies  are  governed  by  a  sole  proprietor  or  a  board  of  di- 
rectors not  accountable  to  the  community :  in  fact,  the  corporate  head- 
quarters are  often  located  in  other  states.  Accountability  at  the  local  level  is 


1  U.S.  Senate  Special  Committee  on  Aging  and  Select  Committee  on  Aging,  U.S.  House 
of  Representatives,  Proprietary  Home  Health  Care,  Joint  Hearing  on  October  28,  1975, 
U.S.  Government  Printing  Office,  Washington,  D.C.  1976. 
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important  because  of  the  vulnerability  of  home  care  patients  and  the  fact 
that  service  delivery  is  at  a  distance  from  central  control. 

Whether  or  not  proprietary  agencies  should  or  should  not  be  certified  is  a 
difficult  and  controversial  issue.  It  seems  evident  that  there  are  fundamental 
issues  to  be  studied  before  a  decision  is  made.  These  should  include  adequate 
safeguards  for  consumer  protection ;  whether  and  to  what  extent  certified 
agencies  should  be  expected  to  serve  patients  with  no  resources  who  are  in- 
eligible for  third-party  reimbursement ;  what  are  adequate  and  measurable 
controls  of  quality  and  use  of  home  health  care:  what  amount  of  profit  is 
reasonable  and  what  safeguards  are  needed  to  prevent  unscrupulous  profiteer- 
ing ;  and  finally,  whether  an  incentive  system  in  the  production  of  goods  applies 
to  the  production  of  services  to  people  who  are  vulnerable. 

Thank  you  for  the  opportunity  to  make  our  views  known  on  these  issues 
which  are  so  important  to  those  in  need  of  home  care. 


Statement  of  the  Iowa  Chiropractic  Society  by  Dr.  John  W.  Quixlax 

I  wish  to  thank  the  Health  Sub-committee  for  this  opportunity  to  provide 
input  to  the  Corman-Stone  Amendments. 

The  primary  objective  of  patient  care  is  cure  or  control  of  that  patients 
disease.  But  before  that  treatment  can  be  afforded,  a  history  of  his  or  her 
complaint  must  be  taken  and  examination  must  be  performed  to  determine 
the  nature  of  the  ailment  and  its  cause.  In  the  case  of  the  chiropractic  phy- 
sician, he  or  she  must  determine  the  nature  of  the  ailment  so  that  proper 
management  and  treatment  of  the  patient  may  be  provided  or  that  the  patient 
might  be  referred  to  another  physician  for  further  evaluation  and  or  treat- 
ment. The  examination  by  the  chiropractic  physician  must  be  thorough  and 
must  provide  evidence  of  relationship  between  spinal  subluxation  and  the  disease 
syndrome  of  the  patient,  which  is  neurologically  related  to  the  subluxation, 
in  order  to  satisfy  Medicare  guidelines  as  adopted  by  SSA.  The  chiropractic 
physician  must  also  demonstrate  spinal  subluxations  on  X-ray  that  is  avail- 
able and  on  file  for  review  if  necessary.  At  this  time,  much  of  the  time 
spent  for  services  involving  history,  examination  or  laboratory  examination 
are  not  compensable  under  Medicare ;  however,  they  are  mandatory  both  by 
prudent  standards  of  care  and  the  absolute  necessity  in  all  cases  without  re- 
gard to  the  clinical  need  for  the  use  of  X-ray  for  determination  of  the  sub- 
luxation. X-ray  examination  is  often  times  necessary  for  many  reasons,  in- 
cluding the  required  reason,  but  it  seems  quite  ridiculous  that  since,  it  is  re- 
quired, it  is  not  a  covered  service.  This  is  a  discriminatory  practice  against 
those  Medicare  patients  who  rely  upon  the  services  of  a  chiropractic  phy- 
sician as  their  primary  source  of  care.  Also,  it  is  a  discriminatory  practice 
against  the  chiropractic  physician.  We  often  hear  of  the  doctor  shortage  in 
rural  Iowa.  In  Iowa,  the  majority  of  the  chiropractic  physicians  practice  in 
rural  communities.  These  are  highly  trained  professionals  health  care  pro- 
viders. It  would  seem  then,  to  dictate  that  investigations  into  the  greater  not 
lesser  use  of  these  persons  be  used  to  provide  health  care  to  those  who  so 
desire  it.  The  qualifications  of  the  present  day  DC  are  well  established.  Until 
July  7,  1973,  chiropractors  wishing  to  be  licensed  in  Iowa  were  required  to 
pass  the  same  basic  science  examination  as  was  given  to  medical  and  osteo- 
pathic licensees,  since  this  was  mandatory  for  those  who  diagnosed  or  treated 
human  ailments.  All  other  professionals — those  involving  regional  limitations 
of  diagnosis  and  treatment — were  exempt.  Since  that  time,  the  Iowa  legisla- 
ture, in  their  wisdom,  saw  fit  to  repeal  that  law  since  the  examining  boards 
were  duplicating  that  basic  science  examination. 

The  Medicare  patient  who  chooses  Chiropractic  as  his  source  should  be  re- 
imbursed for  the  services  provided  in  accordance  with  the  chiropractic  train- 
ing in  those  colleges  accredited  by  the  federally  recognized  accrediting  agency 
for  the  chiropractic  profession,  the  Council  on  Chiropractic  Education. 

The  Corman-Stone  Amendment  would  correct  the  present  discriminating  pro- 
cedures and  restrictions  as  outlined  by  SSA. 

I  urge,  that  in  the  best  interests  of  America's  Medicare  recipients,  that  this 
amendment  be  adopted. 
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Joint  Committee  of  Senior  Citizens'  Organizations, 

Hempstead,  N.Y.,  June  14,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  of  Health,  Longworth  Building, 
Washington,  D.C. 

Dear  Representative  Rostenkowski:  Since  I  cannot  attend  your  hearing 
on  June  19th  I  would  like  to  submit  the  following  testimony  in  writing. 
I  would  like  to  propose  the  following  to  improve  Medicare  coverage: 

1.  Provide  out-patient  prescription  drug  coverage  under  Medicare ;  prefer- 
ably using  the  model  incorporated  by  the  Kennedy-Thurmond  Bill. 

2.  Merge  Parts  A  and  B  of  Medicare ; 

3.  Eliminate  acute  care  benefit  limitation; 

4.  Further  encourage  expansion  of  health  maintenance  organizations  as 
alternatives  to  the  fee-for-service  system;  and 

5.  Enactment  of  hospital  cost  containment  legislation. 

6.  Establish  statewide  fee  schedules. 

7.  Provide  uniform  reimbursement  for  similar  services. 
Respectfully  submitted. 

Sincerely, 

Henry  Doliner, 
Executive  Secretary. 

Woodmere,  N.Y. 

Dear  Mr.  Martin  :  I  am  writing  to  express  my  opposition  to  bill  H.R.  12788 
(The  Conable  bill)  and  my  support  of  bill  H.R.  11139  (The  Wolff  bill)  which 
are  before  the  Ways  and  Means  Committee.  As  a  registered  nurse  and  a  member 
of  a  visiting  nurse  agency  board,  I  am  interested  and  concerned  about  the  home 
health  services  available  to  the  public. 
Sincerely, 

Lisabeth  Lewis. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  June  1,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington, D.C. 

Dear  Mr.  Chairman  :  Attached  hereto  is  a  self-explanatory  letter  I  have  re- 
ceived from  my  constituent,  Dr.  David  Lipscomb,  of  the  Department  of  Audi- 
ology  and  Speech  Pathology  of  the  University  of  Tennessee. 

I  shall  appreciate  your  consideration  of  Dr.  Lipscomb's  views,  and  also 
making  his  comments  a  part  of  the  record  on  this  issue. 
Sincerely, 

John  J.  Duncan, 
Member  of  Congress. 

Enclosure. 

University  of  Tennessee, 
Department  of  Audiology  and  Speech  Pathology, 

Knoxville,  Tenn.,  May  25,  1978. 

Representative  John  Duncan, 
Cannon  House  Building, 
Washington,  D.C. 

Dear  John:  I  understand  that  Representative  Rostenkowski  has  requested 
that  the  Sub-committee  on  Health  review  proposed  changes  in  the  Medicare 
program.  Further,  one  of  the  proposed  changes  affects  one  important  aspect  of 
my  profession,  that  of  speech  correction  services. 

You  will  recall  that  I  have  noted  before  my  support  of  the  independent 
operation  of  speech  therapists  rather  than  requiring  medical  "prescriptions" 
for  each  portion  of  their  therapeutic  program  wtih  Medicare  patients.  I  re- 
member with  gratitude  your  expression  of  support  for  this  concept. 

At  this  time,  I  respectfully  request  that  you  support  the  proposed  change 
which  will  eliminate  the  requirement  that  speech  therapy  be  conducted  ex- 
clusively under  a  physician's  written  plan  of  treatment.  I,  of  course,  continue 
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to  endorse  the  need  for  medical  attention  to  the  needs  of  the  case,  but  the  plan 
of  treatment  is  appropriately  the  province  of  the  speech  therapist  involved. 

I  miss  the  opportunities  I  formerly  had  to  visit  you  occasionally  in  Wash- 
ington. For  the  past  three  years,  I  have  been  involved  in  the  summer  program 
at  U.T.  rather  than  participating  with  the  EPA  Office  of  Noise  Abatement 
and  Control.  "We  recall  with  fondness  the  many  kindnesses  you  and  your  staff 
have  shown  us.  I  hope  at  this  time  that  you  will  agree  to  support  the  points 
I  have  suggested  in  this  note.  I  would  appreciate  hearing  from  you  on  this 
matter. 

Very  best  wishes, 

David  M.  Lipscomb,  Ph.  D., 

Professor. 


Statement  of  Hon.  Marilyn  Lloyd,  a  Representative  in  Congress  From  the 

State  of  Tennessee 

I  appreciate  this  opportunity  to  participate  in  this  Committee's  hearings  on 
the  Medicare  program  and  in  particular  to  express  my  concern  about  Medi- 
care coverage  of  services  to  the  mentally  ill.  I  have  recently  introduced  a  bill 
to  amend  Title  XVIII  of  the  Social  Security  Act  to  eliminate  those  provisions 
of  the  Medicare  program  that  discriminate  against  the  mentally  ill.  This  bill 
would  carry  out  one  of  the  major  recommendations  of  the  President's  Com- 
mission on  Mental  Health.  I  urge  this  Committee  to  act  on  these  recommenda- 
tions by  moving  ahead  with  legislation  in  this  particular  problem  area. 

As  it  is  now,  both  Part  A  and  Part  B  of  Medicare  provide  far  smaller 
benefits  for  persons  suffering  from  mental  illness  than  from  other  disorders. 
Under  Part  A,  hospitalization  insurance,  there  is  a  lifetime  limit  of  190  days 
coverage  for  a  patient  in  a  psychiatric  hospital ;  there  is  no  lifetime  limit  on 
coverage  of  patients  in  general  hospitals. 

Under  Part  B.  outpatient  coverage,  as  it  now  stands,  the  Medicare  sub- 
scriber diagnosed  as  suffering  from  "mental,  psychoneurotic,  and  personality 
disorder" — which  in  lay  terms,  indicates  mental  illness — is  reimbursed  for 
only  50%  of  the  cost,  after  the  deductible  has  been  met,  compared  with 
80%  for  any  other  covered  illness.  In  other  words,  the  co-insurance  is  20% 
except  in  the  case  of  mental  illness  where  it  is  50%. 

Moreover,  under  Part  B  the  maximum  reimbursement  to  a  person  suffering 
from  mental  illness  is  $250  per  year — or  only  $202  if  the  deductible  is  also 
for  mental  illness  costs.  There  is  no  such  yearly  limit  on  reimbursement  for 
any  other  illness  covered  by  Medicare. 

As  the  President's  Commission  notes,  the  pattern  of  financing  mental  illness 
coverage  under  present  Medicare  provisions  results  in  many  persons  being 
hospitalized  when  they  could  more  effectively  and  less  expensively  be  treated 
in  an  outpatient  setting.  This  is  because  Medicare  treats  all  hospital  patients 
alike  (apart  from  the  190-day  lifetime  limit  in  psychiatric  hospitals)  whereas 
it  pays  a  far  smaller  benefit  for  mental  illness  when  treated  outside  a 
hospital. 

I  should  also  note  that  the  premium  for  Part  B  of  Medicare  has  been  in- 
creased eight  times  since  the  inception  of  the  program — and  is  scheduled  to 
go  up  again  in  July — while  in  all  that  time  there  has  been  no  corresponding 
increase  in  the  $250  annual  ceiling  on  reimbursement  of  costs  due  to  mental 
illness. 

The  bill  which  I  have  introduced  would  remedy  these  defects  by : 

(1)  Reducing  the  co-insurance  for  mental  illness  coverage  under  Part  B 
to  the  same  20%  as  for  all  other  covered  illness,  instead  of  50%  for  mental 
illness  as  at  present. 

(2)  Increasing  the  maximum  annual  reimbursement  for  mental  illness  costs 
under  Part  B  from  $250  to  $750,  with  the  recommendation  that  Congress  take 
another  look  at  the  ceiling  several  years  from  now. 

These  discriminatory  provisions  of  Medicare  have  been  in  the  law  since  the 
very  start.  "Whatever  reasons  there  were  for  including  them  at  that  time  are 
no  longer  acceptable.  It  is  time  we  stopped  treating  our  older  Americans  suffer- 
ing from  mental  illness  as  second-class  citizens.  They  already  have  more  than 
their  share  of  emotional  problems.  The  anguish  of  mental  illness  is  bad  enough 
without  our  compounding  the  situation  with  discriminatory  financial  burdens. 

Thank  you. 


31-664—78  28 
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State  of  Maryland, 
Department  of  Health  and  Mental  Hygiene, 

Baltimore,  Md.,  June  16, 1918. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington, D.C. 

Dear  Representative  Rostenkowski  :  I  am  Valeria  Tocci,  Chief  Services 
to  the  Aging  of  the  Administration  for  Services  to  the  Chronically  111  and 
Aging  within  the  Maryland  State  Department  of  Health  and  Mental  Hygiene. 
The  Department  provides  home  health  services  through  17  certified  home 
health  agencies  within  the  local  Public  Health  Departments  and  provides  con- 
sultative services  to  11  certified  home  health  agencies  that  are  not  directly 
affiliated  with  State  Government.  I  will  address  my  remarks  specifically  to 
the  area  pertaining  to  home  health  services. 

1.  We  are  in  favor  of  eliminating  the  three  (3)  day  prior  hospitalization 
requirement.  It  has  been  our  experience  in  Maryland  that  95%-97%  of  the 
Medicare  patients  receiving  home  health  care  have  both  A  and  B  coverage, 
therefore  we  are  talking  at  a  maximum  of  5%  of  the  eligible  population  that 
will  be  affected.  However,  there  appears  to  be  a  general  misunderstanding  that 
in  order  to  be  eligible  for  Medicare  home  health  visits  a  patient  must  be 
hospitalized  prior  to  admission.  By  eliminating  this  requirement  the  coverage 
will  be  consistant  for  both  A  and  B  and  hopefully  will  eliminate  any  con- 
fusion about  the  need  for  unnecessary  admissions  to  be  eligible  for  home  health 
care.  This  action  could  possibly  save  the  program  money. 

The  argument  that  because  A  coverage  is  linked  to  a  hospital  plan  and 
that  it  would  be  inappropriate  to  remove  the  required  hospitalization  is  the 
result  of  faulty  or  misguided  reasoning.  Home  Health  must  be  considered  as 
an  appropriate  setting  for  the  treatment  of  various  conditions,  just  as  a 
hospital  is,  at  times,  an  appropriate  setting  for  treatment.  There  are  circum- 
stances when  home  health  care  is  the  most  appropriate  service  given  and 
this  should  not  be  prevented  due  to  an  artificial  three  (3)  day  barrier. 

2.  We  also  recommend  that  the  100  visit  limitation  of  visits  under  parts  A 
and  B  be  eliminated.  The  practical  fact  is,  because  Medicare  is  based  on 
skilled  level  care  very  few  individuals  ever  come  close  to  the  100  visit  limita- 
tion. For  those  few  patients  who  are  in  continued  need  of  more  than  100 
skilled  visits  it,  becomes  important  to  allow  continued  services.  Without  the 
skilled  level  of  care,  the  person  would  deteriorate  and  perhaps  require  re- 
hospitalization  resulting  in  additional  expenditure  of  tax  dollars. 

3.  The  addition  of  an  evaluation  visit  prior  to  being  transferred  from  an 
institution  appears  to  be  a  good  idea  but  in  the  wrong  place.  It  has  been  our 
experience  that  a  more  realistic  valuation  to  determine  future  home  health 
needs  is  done  in  the  home.  We  recommend  that  evaluation  visits  in  the  home 
by  a  home  health  agency,  done  through  a  physician's  referral,  be  added  as  a 
home  health  benefit.  The  facility  needs  to  see  what  the  patient's  capability 
is  and  to  know  what  the  home  circumstances  are.  All  too  often  home  health 
personnel  will  get  a  report  from  the  referring  hospital  that  the  patient  is 
independent  in  ambulation  or  that  the  patient  knows  how  to  give  himself  in- 
sulin only  to  find  that  the  person  cannot  go  upstairs  or  get  to  the  bathroom, 
or  once  home  panics  and  forgets  everything  he  was  taught  about  insulin  in- 
jection while  in  the  hospital.  Institutions  can  not  duplicate  the  home  setting. 
The  only  effective  evaluation  visit  of  a  patient  returning  to  a  home  situa- 
tion is  a  timely  evaluation  visit  in  the  home. 

4.  Maryland  has  just  implemented  a  State  Licensing  Law  for  Home  Health 
Agencies.  This  was  done  to  increase  the  availability  of  home  health  services 
to  the  citizens  throughout  the  State.  It  is  our  belief  that  public,  non  profit  and 
proprietary  agencies  can  work  together  in  providing  effective  home  health 
services.  We  testified  to  this  issue  at  the  Regional  Public  Hearings  in  New 
York  City  on  September  20,  197G.  Conformance  to  Title  XVIII  and 
XIX  certification  standards  is  adequate  for  assurance  of  quality  without  an 
additional  licensure  requirement.  Although  it  will  not  effect  Maryland,  we  be- 
lieve that  the  licensing  requirement  should  be  eliminated,  but  that  home  health 
agencies  should  be  subject  to  certificate  of  need  through  the  Health  Systems 
Agencies. 

5.  Finally,  although  it  is  not  a  published  item  to  be  considered,  we  were 
disturbed  that  the  addition  of  Nutrition  Services  was  not  mentioned  as  a  low- 
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cost  noncontroversial  addition  to  home  health  services.  We  strongly  recommend 
that  Nutrition  be  added  as  a  covered  home  health  service. 

At  present  patients  are  eligible,  through  Medicare,  for  nutritional  counsel- 
ing only  while  in  the  hospital,  but  not  through  a  home  health  agency.  It  is 
also  evident  that  hospitals  are  discharging  patients  who  are  more  acutely  ill 
and  are  in  need  of  more  intensive  skilled  care  in  the  home.  The  denial  of  nu- 
tritional counseling  through  a  home  health  agency  is  inconsistant  with  the 
demands  on  home  health  to  be  responsive  to  the  assessed  needs  of  these  more 
acutely  ill  patients  in  the  home.  It  is  inconsistant  to  think  that  the  nutritional 
needs  are  met  in  the  hospital  just  as  it  is  inconsistent  to  assume  that  if  a 
patient  is  instructed  by  nursing  proper  insulin  injection  that  the  patient  will 
remember  it  correctly  in  the  home.  This  does  not  always  happen. 

Not  all  beneficiaries  of  home  health  service  need  dietary  counseling.  How- 
ever, there  are  those  who  do  need  this  counseling  and  are  not  receiving  it 
under  present  Medicare  legislation.  Nutritional  deficiencies  directly  effect  the 
length  of  time  treatment  is  necessary  and  may  often  be  the  cause  of  re- 
hospitalization  from  the  home  health  program.  We  believe  that  the  inclusion 
of  nutrition  services  at  a  reimbursable  service  will  reduce  the  number  of 
people  requiring  services  in  institutions. 

The  Department  wishes  to  recommend  that  occupational  therapy  be  desig- 
nated as  a  primary  service  in  home  health.  Under  present  Law  Medicare  bene- 
ficiaries who  require  occupational  therapy  services  at  home  may  receive  them 
only  if  they  require  another  skilled  service  such  as  physical  therapy,  speech 
therapy  or  nursing  care.  A  need  for  occupational  therapy  alone  will  not 
qualify  a  patient  for  home  health  services. 

Without  occupational  therapy,  many  Medicare  patients  may  not  make  a 
full  recovery  from  the  illness  for  which  they  were  hospitalized  or  they  may 
incur  added  disability.  For  example,  an  elderly  Medicare  recipient  may  have 
as  a  result  of  a  stroke,  a  completely  flail  arm,  in  addition,  she  may  suffer  from 
hemimopsia  (failure  to  recognize  the  affected,  a  paralized  side  of  the  body.) 
In  one  instance,  a  patient  with  these  problems  severly  injured  her  arm  by 
intangling  it  in  the  spokes  of  her  wheelchair.  This  further  injury  to  her  arm 
could  have  been  prevented  if  an  occupational  therapist  had  instructed  her  how 
to  safety  compensate  for  her  visual  and  motor  losses.  This  particular  patient 
experienced  similar  injuries  such  as  burns  to  her  paralyzed  extremities  in  the 
process  of  preparing  her  meals  at  the  stove  and  performing  routine  house- 
hold tasks.  This  type  of  essential  treatment  is  not  available  to  patients  unless 
they  require  another  skilled  service. 

Thank  you,  for  allowing  this  testimony  and  please  do  not  hesitate  to  con- 
tact us  for  any  further  information. 
Sincerely, 

Valeria  A.  Tocci, 
Chief  Services  to  the  Aging. 


The  Commonwealth  of  Massachusetts, 

Department  of  Elder  Affairs, 

Boston,  Mass.,  July  7,  1918. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington, D.C. 

Dear  Congressman  Rostenkowski  :  The  Department  of  Elder  Affairs  of  the 
Commonwealth  of  Massachusetts  wishes  to  register  its  support  of  the  recom- 
mendations of  the  House  Ways  and  Means  subcommittee  on  health. 

We  concur  with  the  improvements  in  the  Medicare  program  regarding 
coverage  of: 

1.  Practitioner's  Services. 

2.  Expansion  of  home  health  services  coverage. 

3.  Coverage  of  certain  previously  excluded  services  and  supplies. 

4.  Provision  of  Medicare  entitlement  for  the  disabled. 

5.  Liberalization  of  enrollment  requirements. 

6.  Revision  in  administrative  and  reimbursement  provisions. 

The  Department  of  Elder  Affairs  has  been  concerned  for  sometime  with 
the  need  for  more  accessible  and  affordable  health  services  for  the  elderly. 
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In  an  attempt  to  improve  health  services  for  the  elderly,  the  Department  of 
Elder  Affairs  approved  a  resolution  calling  for  changes  in  the  Medicare  pro- 
gram. 

We  are  enclosing  the  resolution  as  adopted  by  the  Department  along  with 
background  paper  which  provides  the  necessary  data  in  support  of  the 
resolution. 

Sincerely, 

James  J.  Callahan,  Jr.,  Ph.  D. 

Secretary  of  Elder  Affairs. 

Enclosure. 

This  Is  Not  a  Bill — Problems  With  Medicare 

i.  proposed  national  council  of  senior  citizens  resolution  on  medicare 

changes 

Whereas,  the  well  being  and  sense  of  security  of  Older  Americans  require 
an  intelligible  system  of  health  services  that  are  accessible  and  affordable, 
and 

Whereas,  the  Medicare  system  was  intended  to  cushion  the  impact  of  limited 
financial  resources  of  the  elderly  but  has  fallen  short  of  this  objective  in  part 
because  of  higher  direct  payments,  increased  deductions  from  Social  Security 
benefit  checks  and  Higher  private  insurance  payments,  and 

Whereas,  the  Medicare  program  has  evolved  into  a  complicated  system  of 
deductibles,  exclusions  and  coinsurance  provisions  which  place  further  strain 
on  limited  resources  by  placing  the  burden  of  bookkeeping  on  consumers  to 
ensure  that  they  receive  even  the  benefits  to  which  they  are  entitled,  and 

Whereas,  the  operation  of  the  Medicare  system  has  contributed  to  the  de- 
velopment of  an  approach  to  health  care  which  has  limited  health  services  to 
whole  groups  of  citizens  on  arbitrary  standards  of  ability  to  pay,  and 

Whereas,  the  Select  Committee  on  Aging  of  the  United  States  House  of  Rep- 
resentatives has  found  that  there  exists  a  massive  unmet  need  of  the  elderly  for 
such  services  as  eyeglasses,  hearing  aids  and  dental  care,  and 

Whereas,  the  National  Conference  of  Senior  Citizens  has  demonstrated  strong 
and  historic  interest  in  health  issues  affecting  the  Nation's  elders,  therefore, 
be  it 

Resolved,  That  the  National  Council  of  Senior  Citizens  support  changes  in 
the  Medicare  program  that  will  eliminate  all  coinsurance,  deductibles  and 
premium  payments  under  Medicare  and  expand  coverage  to  eye,  ear,  dental 
and  other  services,  allow  reimbursement  for  preventive  health  services,  extend 
provider  institution  coverage  by  removing  the  limits  on  duration  of  stay, 
provide  flexibility  for  greater  use  of  home  health  services,  and  extend  bene- 
fits to  every  elder  sixty-two  years  of  age  and  over  regardless  of  Social  Security 
status. 

n.  medicare  and  the  elderly:  recommendations  for  change 

Medicare  has  fallen  short  in  reaching  its  objective  of  meeting  the  health 
care  needs  of  the  elderly  and  cushioning  the  impact  of  high  medical  costs  upon 
the  limited  financial  resources  of  the  elderly.  Rising  health  costs,  reflected  in 
higher  direct  payments,  increased  deductions  from  Social  Security  benefit 
checks  and  higher  private  insurance  premium  payments  have  strained  the 
ability  of  elders  to  afford  the  services  needed  for  maintaining  their  health.1 
The  recommendations  that  follow  suggest  changes  in  Medicare  that  would 
make  the  program  more  equitable  and  consistent  with  the  goal  of  maintaining 
health  in  the  home. 

1.  Eliminate  all  coinsurance,  deductibles  and  premium  payments  under  medi- 
care 

With  nearly  universal  enrollment  among  eligible  elders  in  Massachusetts  in 
1975,  sixty-two  percent  had  private  health  insurance  as  well.2  The  resulting 
financial  strain  is  increased  further  by  a  confusing  and  complicated  system  of 

1  Gornick,  Marion,  "Ten  Years  of  Medicare :  Its  impact  on  the  Covered  Population," 
Social  Security  Bulletin  28-7,  1976,  p.  20. 

2  Branch,  Laurence  G.,  Understanding  the  Health  and  Social  Service  Needs  of  People 
Over  Age  65.  Boston:  Center  for  Survey  Research  of  the  University  of  Massachusetts 
and  Joint  Center  for  Urban  Studies  of  Massachusetts  Institute  of  Technology  and 
Harvard  University,  p.  74. 
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deductibles,  exclusions  and  coinsurance  provisions  which  places  an  unfair 
burden  upon  elderly  consumers  who  are  not  equipped  to  do  the  bookkeeping 
essential  to  ensure  that  they  receive  even  the  benefits  to  which  they  are  en- 
titled. The  elder  who  qualifies  as  poor  receives  both  preventive  and  thera- 
peutic health  care  services  under  Medicaid.  Too  many  elders,  however,  face 
a  situation  in  which,  although  not  meeting  the  definition  of  poverty,  they 
nonetheless  have  limited  financial  resources  which  require  them  either  to 
postpone  or  forego  needed  health  care  services  or  else  impoverish  themselves 
in  order  to  qualify  for  them. 

2.  Extend  coverage  to  eyeglasses,  hearing  aids,  and  dental  care,  including 

dentures 

The  observation  by  the  House  Select  Committee  on  Aging  that  the  massive 
needs  of  the  elderly  for  eyeglasses,  hearing  aids  and  dentures  are  unmet  be- 
cause the  elderly  cannot  afford  them  and  because  of  the  limited  assistance 
provided  by  public  and  private  programs  is  well  taken.3  Most  of  the  $39.07  esti- 
mated per  capita  cost  for  dental  services,  eyeglasses  and  appliance  expendi- 
tures for  those  aged  65  and  over  in  the  United  States  came  from  direct  pay- 
ments by  the  consumer,  with  only  an  estimated  $2.17  from  public  funds  in 
1973.4  In  Massachusetts,  about  ninety-seven  percent  of  our  elders  either  wear 
eyeglasses  or  use  a  magnifying  glass.  In  a  study  of  Massachusetts'  elders' 
health  and  social  service  needs,  it  was  found  that  21%  considered  their  vision 

fair  and  8%  thought  their  vision  poor.5  They  felt  the  same  about  their  hearing 
as  about  their  vision,  with  21%  indicating  their  hearing  to  be  only  fair  and 
8%  describing  their  hearing  as  poor.6  Seven  percent  indicated  that  they  used 
hearing  aids.7 

Seventy-eight  percent  of  elders  in  Massachusetts  use  dentures.8  Of  those 
who  reported  using  dentures,  only  eighteen  percent  indicated  their  dentures 
somewhat  comfortable,  with  an  additional  fifteen  percent  indicating  that  their 
dentures  were  somewhat  uncomfortable.9  Fifty-nine  percent  had  last  seen  a 
dentist  two  or  more  years  ago.10 

3.  Cover  the  cost  of  prescription  drugs 

Despite  the  need  for  medication  by  many  elders  and  the  resulting  direct 
cost  to  elders,  prescription  medications  are  not  a  covered  service  under  Medi- 
care. 

Nationally,  during  ten  years  of  Medicare  between  1965  and  1975,  the  con- 
sumer paid  eighty-five  percent  of  the  cost  of  prescription  drugs.11  For  1975, 
this  direct  cost  per  capital  was  $41.60."  In  Massachusetts,  about  seventy-five 
percent  of  elders  65  years  of  age  and  older  have  some  out-of-pocket  expenses 
for  injections,  medicines  or  equipment,  with  thirty-four  percent  reporting  ex- 
penses of  $10  or  more  per  month  and  ten  percent  reporting  $25  or  more  per 
month.13  The  mean  cost  per  month  for  injections,  medicines  and  medical  equip- 
ment amounts  to  $10.33  for  all  persons  65  years  and  over,  and  $13.35  for  those 
persons  65  years  and  over  with  medical  costs.1*  About  sixty-eight  percent  take 
one  or  more  prescription  medicines  regularly.15 

4.  Cover  preventive  health  services 

Medicare  was  originally  designed  to  help  insulate  limited  financial  re- 
sources from  the  crushing  impact  of  acute  health  care  costs.  In  many  in- 
stances, the  result  of  placing  the  burden  of  out-of-pocket  expenses  for  physical 
examinations  and  such  specific  services  as  radiology,  pathology  and  podiatry 
upon  the  elderly  has  often  had  the  counter-productive  result  of  a  denial  of 
access  to  preventive  health  care  because  of  its  cost. 

In  1973,  except  for  electrocardiograms  and  glaucoma  tests,  the  percentage 
of  the  sixty-five  and  over  population  in  the  Nation  that  had  preventive  care 

3  Congressional  Record,  July  21,  1977,  p.  S  12499. 

*  Gornick,  Marion,  op.  ext.,  p.  lr. 

6  Branch,  Laurence,  G.,  op.  cit.,  pp.  60-61. 

6  Branch,  Laurence,  G.r  op.  cit.,  p.  60. 

7  Branch,  Laurence,  G.,  op.  cit.,  p.  61. 

8  Branch,  Laurence,  G.,  op.  cit.,  p.  77. 
» Ibid. 

"  Ibid . 

11  Gornick,  Marion,  op.  cit.,  p.  14. 

12  Ibid. 

13  Branch,  Laurence,  G.,  op.  cit.,  pp.  71-75. 

14  Branch,  Laurence,  G.,  op.  cit.,  p.  75. 

15  Branch,  Laurence,  G.,  op.  cit.,  p.  71. 
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examinations  within  the  past  year  was  lower  than  the  larger  population  with 
which  it  was  compared  with  respect  to  eye  examinations,  chest  x-rays,  pap 
smears  and  breast  examinations  (females  17  years  and  older  only).16 

A  Massachusetts  survey  showed  that  about  one  in  five  elders  had  not  seen 
or  talked  to  a  doctor  within  the  past  year.17 

European  nations  have  recognized  the  importance  of  and  provided  for 
podiatry  services  for  the  elderly.  As  with  eyeglasses,  hearing  aids  and 
dentures,  the  suspicion  arises  with  respect  to  periodic  physical  examinations 
and  other  preventive  care  services  that  many  elders  are  deferring  or  doing 
without  an  unaffordable  ounce  of  prevention  to  take  their  chances  with  a  later 
pound  of  cure. 

5.  Increase  allowable  home  health  care  visits  to  a  maximum  of  300  per  year 

and  eliminate  the  prior  hospitalization  requirements 
Under  Medicare,  the  emphasis  in  Federal  health  expenditures  has  been  on 
institutional  care.  In  1976,  medicaid  expenditures  for  nursing  homes  have 
accounted  for  seventy  percent,  while  home  health  care  represents  only  one 
percent  of  total  expenditures.18  Home  health  care  reimbursements  under  Part  A 
of  Medicare  were  about  ten  percent  of  all  reimbursements.  Under  Part  B,  re- 
imbursements for  home  health  care  services  were  about  one  percent  of  the 
total  outlay.19  A  way  must  be  found  to  bring  the  program  more  into  con- 
formity with  the  goal  of  enabling  elders,  with  support  when  needed,  to  main- 
tain independence  in  their  own  homes  by  allowing  expansion  of  home  health 
care  reimbursements  and  removal  of  the  requirement  that  they  must  first  have 
been  hospitalized  for  three  or  more  days. 

6.  Cover  all  persons  sixty -two  years  of  age  and  over  regardless  of  social 

security  coverage 

"Workers  who  retire  at  age  sixty-two  are  presently  not  eligible  for  Medicare 
coverage  until  they  reach  sixty-five,  despite  the  fact  that  they  face  a  period  of  a 
higher  risk  of  illness  than  during  earlier  years.  With  lower  income,  reduced 
even  further  than  if  they  had  retired  at  sixty-five,  they  must  bear  alone  the 
full  responsibility  of  health  insurance  coverage  premiums  and  must  depend 
upon  their  own  financial  resources  to  defray  direct  payments  for  services 
should  they  be  required.  At  a  minimum,  the  Medicare  system  should  be 
changed  so  as  to  permit  the  coverage  of  early  retirees  on  a  par  with  those  who 
begin  to  receive  Social  Security  benefits  at  age  sixty-five. 

The  needs  of  elder  Americans  would  be  best  served,  however,  were  access  to 
health  services  under  Medicare  and  the  resulting  sense  of  security  thus 
fostered  extended  to  all  elders  sixty-two  years  of  age  and  over,  regardless  of 
Social  Security  benefit  status.  Such  a  step  would  make  operation  of  our  health 
care  systems  more  equitable.  It  would  also  help  to  protect  the  financial  in- 
dependence and  sense  of  security  of  our  elders. 

7.  Extend  hospital  and  nursing  home  coverage  by  removing  the  limitation  on 

the  number  of  days  covered 
In  connection  with  the  previous  recommendations,  the  data  presented  has 
suggested  that  the  promise  of  a  national  health  program  which  would  bring  a 
sense  of  security  and  access  to  health  services  to  every  elder  has  not  been 
realized.  Elimination  of  deductibles  and  co-payments  for  hospital  and  nursing 
home  stays  and  the  premium  charges  for  Supplementary  Medical  Insurance  and 
an  end  to  deductibles,  co-payments  and  patient  billing  for  physicians'  charges 
must  be  part  of  the  needed  overhaul  required  to  make  the  Medicare  svstpm 
better  serve  the  needs  of  older  Americans  who  expect  and  should  receive  health 
care  as  a  matter  of  course. 

III.  THE  HISTORICAL  CONTEXT 

An  understanding  of  some  of  the  difficulties  in  the  Medicare  program  can 
be  gained  by  an  examination  of  the  historical  context  in  which  efforts  to  in- 
volve government  in  the  health  care  of  its  citizens  occurred,  prior  to  the  en-  ' 

18  Health  Resources  Administration.  Public  Health  Service,  U.S.  Department  of  Health./ 
Education  and  Welfare.  Health:  United  States  1975.  Rockville,  Md.  Department  of 
Health,  Education  and  Welfare.  1976.  o.  273. 

17  Branch.  Laurence,  G.,  op.  ext.,  p.  69. 

-<?  -*i"+t*\ytjax  Senior  Citizens'  Law  Center  Washington  Weekly,  IV— 11,  1978,  p.  1. 
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actment  of  Medicare  and  Medicaid  legislation  in  1965.  Although  European  gov- 
ernments began  to  pay  for  the  health  care  of  their  citizens  as  early  as  one 
hundred  years  ago,  interest  in  the  United  States  began  somewhat  later.  The 
demands  of  lawyers,  academics  and  other  professionals  in  the  United  States 
for  government  activity  became  vocal  during  the  early  years  of  this  century. 
Between  1915  and  1918,  the  American  Association  for  Labor  Legislation,  at 
first  with  the  support  of  the  American  Medical  Association,  worked  for  passage 
of  model  legislation  in  several  state  legislatures  with  little  result  due  to  the 
opposition  that  developed  from  local  medical  societies.20  The  additional  op- 
position of  Samuel  Gompers,  then  President  of  the  American  Foundation  of 
Labor,  who  feared  that  concessions  to  corporate  business  in  the  legislation 
would  threaten  labor's  more  progressive  proposals,  prevented  the  United 
States  from  following  England's  example  in  insuring  its  low  income  workers.21 

The  Medicare  and  Medicaid  legislation  of  1965  was  directly  related  to  a 
renewed  interest  in  government  health  insurance  which  reappeared  during  the 
New  Deal  and  which  was  sustained  through  more  than  thirty  years  of  the 
Fair  Deal  and  Great  Society  periods.  During  the  national  debate  over  the 
proposed  Social  Security  Act,  which  proposed  income  protection  for  the  aged, 
blind,  disabled,  widows  and  their  children,  and  the  unemployed,  a  section  on 
compulsory  health  insurance  aroused  such  controversy  that  passage  of  the 
entire  bill  was  jeopardized  with  the  result  that  the  health  insurance  pro- 
vision was  dropped.22  Hospitals,  hard  hit  by  the  Depression,  had  an  interest 
in  developing  a  stable  source  of  payment,23  and  the  response  of  the  medical 
fraternity  to  New  Deal  interest  in  compulsory  national  health  insurance  made 
conditions  ripe  for  the  development  of  the  Blue  Cross  network  of  hospital 
service  organizations.24  From  the  thirties  on,  the  American  Hospital  Associa- 
tion sought  to  promote  and  control  the  development  of  Blue  Cross  organi- 
zations, and  was  somewhat  successful  both  in  preserving  its  control  and  in 
protecting  the  organizations  from  competition.25  During  the  forties,  health  in- 
surance became  a  subject  over  which  employees  and  employers  could  negotiate 
in  collective  bargaining,  with  labor  favoring  plans  in  which  Blue  Cross  was 
contractor.  The  fifties  and  sixties  were  characterized  by  an  increase  in  the 
percentage  of  the  civilian  population  with  private  commercial  hospital  in- 
surance. The  passage  of  Medicare  and  Medicaid  legislation  in  1965  changed 
the  situation  and  gave  Blue  Cross  the  boost  it  needed  to  re-establish  its 
dominance  in  the  health  insurance  field.26 

Although  much  of  the  impetus  for  government  health  insurance  came  from 
the  New  Deal  period,  the  form  in  which  Medicare  was  cast  was  influenced  by 
the  growth  of  the  provider  dominated  Blue  Cross  networks  and  the  strategies 
adopted  by  the  proponents  of  national  health  insurance  during  the  Fair  Deal 
years  of  President  Truman.27  In  the  face  of  objectives  to  a  comprehensive 
medical  insurance  program,  health  program  proponents  shifted  their  focus  from 
the  health  problems  of  the  general  population  to  those  of  the  elderly.28  As  Mar- 
mor  observes : 

"What  had  begun  in  the  1930's  as  a  movement  to  redistribute  medical 
services  for  the  entire  population  turned  into  a  proposal  to  help  defray  some 
of  the  hospital  costs  of  social  security  beneficiaries  only."  29 

In  human  terms,  Medicare  and  Medicaid  have  done  incalculable  good  with 
the  result  that  lives  have  been  saved  and  restored  and  suffering  spared.30  The 
services  reimbursable  under  Medicare,  however,  have  emphasized  the  acute 
care  hospital  and  skilled  nursing  facility.  Persons  over  sixty-five  who  desire 
more  comprehensive  coverage  than  what  Medicare  provides  must  purchase 


20  Marmor,  Theodore,  R.,  "Origins  of  the  Government  Health  Insurance  Issue",  in 
Kotelchuck,  David,  editor.  Prognosis  Negative:  Crisis  in  the  Health  Care  System.  New 
York,  Vintage,  1976,  p.  293. 

21  Marmor,  Theodore,  R.,  op.  ext.,  p.  284. 

22  Marmor,  Theodore,  R.,  op.  cit.,  pp.  294-295. 

23  Law,  Sylvia,  "Blue  Cross :  What  Went  Wrong",  in  Kotelchuck,  David,  editor. 
Proanosis  Negative:  Crisis  in  the  Health  Care  System.  New  York  Vintage,  1976,  p.  84. 

24  Marmor,  Theodore,  R.,  op.  cit.,  p.  295. 

25  Law,  Sylvia,  op.  cit.,  pp.  85-86. 

26  Law,  Sylvia,  op.  cit.,  p.  86. 

27  Marmor,  Theodore,  R.,  op.  cit.,  p.  300. 
88  Marmor,  Theodore,  R.,  op.  cit.,  p.  302. 
29  Marmor,  Theodore,  R.,  op.  cit.,  p.  303. 

so  Hodgson,  Godfrev.  "The  Politics  of  Health  Care  :  What  Is  It  Costing  You?  ',  m 
Kotelchuck,  David,  editor.  Prognosis  Negative:  Crisis  in  the  Health  Care  System.  New 
York,  Vintage,  1976,  p.  307. 
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additional  coverage.  Massachusetts  Blue  Cross/Blue  Shield  has  estimated 
that  about  fifty-eight  percent  of  Medicare  enrollees  in  the  state  purchase  a 
Medex  plan.  Although  large  amounts  of  federal  and  private  insurance  funds 
under  Medicare  have  been  funneled  to  hospitals  and  other  providers,  out-of- 
pocket  expenses  required  of  enrollees  have  also  increased  in  some  cases  amount- 
ing to  payments  greater  than  those  necessary  before  Medicare.  Deductibles 
for  hospital  stays  have  increased  from  $40.00  to  ,$144.00  and  co-insurance 
from  $10.00  per  day  for  the  61st  to  90th  day  to  $36.00  per  day  between  1966 
and  1978.  During  the  same  period,  quarterly  premiums  for  Medex  I,  II  and 
III  supplementary  coverage  options  increased  from  $12.90,  $16.65  and  $23.77 
to  $44.43,  $48.93  and  $55.89  respectively.31  A  narrowness  of  approach  to  health 
care  and  increasing  out-of-pocket  medical  expenses  required  of  the  elderly  are 
the  two  issues  which  change  must  confront. 


Mercy  Hospital, 
Pittsburgh,  Pa.,  June  9,  1918. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee,  Wash- 
ington, D.C. 

Dear  Chairman  Rostenkowski:  I  am  writing  in  support  of  the  proposals 
recommended  in  your  memo  to  the  Subcommittee  on  Health  of  the  House  Com- 
mittee on  Ways  and  Means;  that  is,  a  change  from  the  current  limitation  on 
providing  speech  pathology  services  for  Medicare  beneficiaries  on  a  physician- 
prescription  basis  only  to  allowing  such  services  to  be  provided  on  a  physician- 
referral  basis. 

I  would  strongly  support  this  proposal,  as  a  pediatrician  who  works  ex- 
tensively with  children  with  speech  and  hearing  problems.  It  is  my  view  that 
the  role  of  the  physician  in  this  situation  should  act  as  a  referrer  of  the  pa- 
tient to  the  speech  pathologist  but  in  no  sense  as  a  prescriber  of  speech  path- 
ology services.  This  physician-referral  role  has  always  been  the  basis  of  the 
relationship  between  physicians,  who  are  not  really  trained  or  skilled  in  the 
prescription  or  delivery  of  such  services,  and  speech  pathologists  who  are  so 
skilled,  and  this  relationship  should  be  preserved,  as  it  would  be  in  your 
proposal. 

Sincerely, 

Robert  S.  Chabon,  M.D.,  J.D., 
Chairman,  Department  of  Pediatrics. 


Microlert  Systems  of  Germantown, 

Germantown,  Tenn.,  June  22,  1918. 

Mr.  John  Martin,  Jr., 

Chief  Counsel,  House  Ways  and  Means  Committee, 
Washington,  D.C. 

Dear  Mr.  Martin:  The  Office  of  Congressman  Harold  Ford  has  suggested 
that  we  write  to  you  with  our  input  to  add  to  the  testimony  of  Congressman 
Ford  and  Congressman  Pepper  on  the  subject  of  home  health  care  for  the 
aged.  We  have  been  in  touch  with  our  West  Tennessee  Congressmen  over  the 
past  6  months,  as  other  MICROLERT  people  across  the  country  have  been  in 
touch  with  their  Representatives. 

We  feel  that  if  given  the  choice  all  our  elderly  would  like  to  remain  in 
familiar  surroundings,  even  if  infirmed.  Many  times  families  are  forced  to 
choose  institutions  for  their  loved  ones  because  they  are  unaware  of  services 
available  for  home  health  care,  or  they  are  unable  to  pay  the  cost  of  private 
care. 

We  feel  we  have  one  answer  for  the  elderly — instant  communication  with 
individuals  or  Agencies  who  can  give  them  aid  either  from  accident  or  illness 
(a  constant  fear  of  individuals  and  families  alike.)  The  cost  of  this  service 
is  a  one-time  only  charge  of  $975  (plus  whatever  taxes  are  applicable),  with 
rental  also  available.  It  allows  for  complete  mobility  in  and  around  their  own 


81  Data  supplied  by  Blue  Cross/Blue  Shield  of  Massachusetts. 
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home  and  should  an  accident  or  illness  necessitate  a  call  for  help  they  need 
not  be  near  their  telephone.  Private  and  Church  Agencies  supply  homemaker 
services  for  as  little  as  $3.25  an  hour — home  nursing  is  also  available  on  a 
per  hour  basis  (many  on  a  sliding  scale  based  on  income.)  Balanced  against 
increasing  costs  of  building  institutions,  monthly  upkeep  per  individuals  in 
those  institutions,  and  the  increasing  numbers  of  individuals  living  well  into 
their  80s  and  80s,  we  are  beginning  to  talk  of  billions  and  billions  of  dollars. 
Many  economists  feel  that  home  care  will  eliminate  some  of  this  cost  and  in 
some  way  we  HAVE  to  cut  down  the  cost  of  Government. 

We  feel  our  product  (which  has  been  proven  a  life  saver — my  own  Mother, 
for  one)  could  be  a  part  of  the  answer  for  elderly  home  care  and  naturally, 
we  would  like  to  see  Medicare  rules  ammended  to  encourage  home  care.  We 
are  enclosing  a  bit  of  information  about  MICROLERT  to  illustrate  its  use 
and  how  it  could  fit  into  the  total  picture. 
Sincerely, 

Betty  A.  McCall, 

President. 


Sierra  Vista,  Ariz.,  June  13,  1978. 

Mr.  John  M.  Martin,  Jr., 
House  Committee  on  Ways  and  Means, 
Longworth  House  Office  Building, 
Washington,  D.C. 

Dear  Mr.  Martin:  As  I  am  unable  to  appear  personally,  this  statement  is 
submitted  in  writing  in  support  of  bill,  H.R.  5264. 

My  husband  and  I,  along  with  my  mother,  have  a  desperate  problem  which 
can  be  solved  only  by  H.R.  5264.  The  problem  is  one  of  medical  and  hospitaliza- 
tion costs.  My  mother  who  is  80  years  of  age  came  to  live  with  us  from  Eng- 
land 21  months  ago.  She  is  now  a  permanent  alien  resident  of  this  country. 
She  is  a  widow  on  a  very  small  pension.  She  found  that  she  was  no  longer 
able  to  take  care  of  herself  alone  in  England.  We  were  faced  with  two 
choices — one,  leave  her  in  England  and  eventually  be  admitted  to  an  institu- 
tion for  the  elderly,  or  two,  come  live  with  us.  We  chose  the  humane  thing 
which  was  for  my  mother  to  come  live  with  us.  I  am  her  only  child. 

She  is  not  eligible  for  Medicare,  nor  for  county  medical  indigent  care  as  she 
must  have  lived  here  for  5  years  to  establish  eligibility.  Medical  and  hospitali- 
zation insurance  policies  provide  only  for  a  supplemental  type  coverage  to 
Medicare. 

Our  worst  fears  were  realized  just  recently  when  mother  had  to  enter  the 
local  hospital  because  of  a  fractured  hip  and  arm  from  a  fall.  The  total  costs 
will  exceed  $5,000.00  for  a  stay  of  9  days.  This  one  hospitalization  will  use  up 
all  of  mother's  savings  as  well  as  a  part  of  ours.  We  are  of  course  very  wor- 
ried about  the  cost  of  future  hospitalizations  and  medical  care. 

Enclosed  are  copies  of  replies  to  two  letters  that  I  have  written  seeking 
help.  Paragraph  4  of  the  December  21,  1976  letter  from  the  Department  of 
Health  and  Social  Security,  London,  states  that  action  is  needed  on  the  part 
of  the  U.S.A.  to  remedy  this  type  of  problem.  The  letter  of  April  29,  1977  from 
the  Department  of  Health,  Education  and  Welfare,  states  that  Bill  5264,  in- 
troduced by  Representative  Dan  Rostenkowski  would  include  Medicare  cover- 
age for  resident  aliens,  if  enacted. 

We  face  financial  disaster  unless  this  bill  is  passed. 
Respectfully  yours. 

Julie  Montemayor. 

Enclosures. 

Department  op  Health  and  Social  Security, 

London,  England,  December  21,  1916. 

Mrs.  J.  Montemayor, 
Sierra  Vista,  Ariz. 

Dear  Mrs.  Montemayor:  As  you  know,  our  Newcastle  office  asked  me  to 
reply  to  your  enquiry  of  10  November  about  medical  care  and  insurance  in  the 
United  States. 

I  regret  to  say  that  this  Department  would  be  unable  to  help  with  the  costs 
of  any  form  of  health  care  your  mother  may  need  in  the  USA  as  there  is  no 
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legislation  which  permits  the  use  of  National  Health  Service  funds  to  pay  for 
treatment  obtained  in  that  country. 

I  should  perhaps  explain  that  the  National  Health  Service  is  not  an  insur- 
ance-based scheme  and  the  facilities  provided  under  this  service  are  intended 
only  for  people  resident  and  receiving  care  in  the  United  Kingdom. 

We  are  very  conscious  of  the  difficulties  which  can  confront  people  who 
fall  ill  or  have  an  accident  abroad  and  we  try,  wherever  possible,  to  make 
reciprocal  health  care  arrangements  with  other  countries  to  ensure  that  our 
people  are  entitled  to  receive  emergency  medical  treatment  on  the  same  terms 
as  nationals  of  the  countries  concerned.  Unfortunately,  it  has  not  yet  been 
possible  to  make  such  an  arrangement  with  the  United  States  of  America.  Un- 
less and  until  such  an  agreement  has  been  concluded,  British  people  in  the 
USA  will  have  no  alternative  to  private  arrangements  for  medical  insurance 
cover.  However,  I  note  that  you  have  been  unable  to  obtain  such  cover  for 
your  mother. 

I  am  sorry  that  I  cannot  give  a  more  favourable  reply  about  the  health  care 
position  of  British  nationals  in  the  United  States. 
Yours  sincerely, 

Miss  E.  Pond, 
International  Relations  Division. 

Department  of  Health,  Education,  and  Welfare, 

Social  Security  Administration, 

Baltimore,  Md.,  April  29,  1977. 

Mrs.  Julie  Montemayor, 
Sierra  Vista,  Ariz. 

Dear  Mrs.  Montemayor  :  This  refers  to  your  letter  to  the  President  about 
health  insurance. 

We  are  sorry,  but  there  is  no  way  your  mother  would  be  able  to  qualify  for 
Medicare  under  the  alien  residency  requirement  of  the  law. 

We  realize  that  people  like  your  mother,  who  come  to  live  in  the  United 
States  in  their  later  years,  have  difficulty  in  obtaining  and  paying  for  health 
insurance  coverage  during  their  first  5  years  in  the  United  States.  On  March 
21,  Representative  Dan  Rostenkowski  introduced  a  bill,  H.R.  5264.  that  in- 
cludes Medicare  coverage  for  resident  aliens,  which  would  be  helpful  to  people 
in  your  position.  Under  that  bill,  the  President  would  be  authorized  to  enter 
into  reciprocal  agreements  with  other  countries  whereby  foreign  nationals  in 
the  United  States  would  be  eligible  for  Medicare  benefits  and  Medicare  bene- 
ficiaries overseas  would  be  eligible  for  health  care  services  similar  to  those 
covered  by  Medicare.  Mr.  Rostenkowski  introduced  similar  legislation  in  the 
last  session  of  the  Congress.  However,  the  Congress  took  no  action  on  that  bill. 

The  new  Administration  is  carefully  evaluating  this  proposal,  along  with 
other  proposed  changes  in  the  Medicare  program,  to  determine  whether  it 
should  support  changes  in  the  law  in  the  context  of  its  total  health  policy. 
Sincerely  yours, 

Thomas  C.  Parrott. 
Associate  Commissioner 

for  External  Affairs. 


National  Assoclation  of 
Private  Psychiatric  Hospitals, 
^YasJungton.  B.C..  June  16.  1978. 

Congressman  Dan  Rostenkowski, 
Longworth  House  Office  Building, 
Washington,  B.C. 

Dear  Congressman  Rostenkowski  :  We  are  pleased  that  hearings  are  be- 
ginning on  the  Medicare  structure  and  benefits  package. 

We  request  that  the  deficiencies  in  the  Medicare  program,  as  they  pertain 
to  the  mentally  ill,  be  examined  and  modified,  so  that  the  needs  of  a  large 
segment  of  the  patient  population  can  adequately  be  served. 

We  hope  the  committee  will  carefully  examine  the  following  items  which 
affect,  and  all  too  often,  impair  the  ability  to  deliver  quality,  cost  effective 
psychiatric  care : 
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The  clearest  restriction  exists  under  Part  A  of  Medicare,  Section  1812(b) 
(3),  which  limits  lifetime  available  inpatient  psychiatric  days  to  190. 

This  limitation  restricts  patient  care.  Setting  day  limitations  only  serves  in 
setting  minimum  treatement  standards.  The  treatment  of  the  psychiatrically 
ill  must  be  on  an  equal  basis  with  the  treatment  of  the  physically  ill.  If  not, 
inappropriate  placements  in  skilled  nursing  homes  and/or  intermediate  care 
facilities  take  place.  These  facilities  lack  the  resources — both  financial  and 
manpower— to  treat  the  emotionally  disturbed,  prolonging  the  illness,  and  mis- 
utilizing  resources.  It  has  been  noted  that  60%  of  the  nursing  home  population 
is  composed  of  mentally  ill  elderly  persons. 

We  endorse  the  suggestion  outlined  in  S.  3131,  the  Medicare  Mental  Illness 
Nondiscrimination  Act,  introduced  by  Senator  Case.  This  measure  proposed 
that  the  definition  of  "spell  of  illness"  be  substituted  for  the  190-day  lifetime 
limit.  If  such  a  change  were  to  be  accomplished,  there  would  be  more 
appropriate  placements  of  persons  in  the  appropriate  facilities  and  settings. 
We  firmly  believe  that  this  would  not  only  allow  better  treatment,  but  would 
conserve  monies  and  resources. 

Another  restriction  exists  under  Part  B  of  Medicare,  Section  1833(c).  which 
limits  annual  outpatient  coverage  for  mental  illness  to  $250.00 — including 
ancillary  medical  services.  This  is  simply  not  realistic. 

Additionally,  copayment  for  outpatient  benefits  is  based  upon  a  50/50 
basis,  while  physical  illness  enjoys  an  80/20  copayment  benefit. 

Not  every  mentally  ill  patient  need  to  be  hospitalized,  and  yet  the  re- 
imbursement mechanism  presently  favors  hospitalization  over  outpatient 
care.  Less  than  10%  of  the  mentally  ill  population  need  be  hospitalized.  The 
members  of  the  National  Association  of  Private  Psychiatric  Hospitals,  more 
than  any  other  group,  want  to  assure  the  appropriate  treatment  of  those 
needing  inpatient  as  well  as  outpatient  care.  Because  the  present  15%  esti- 
mate of  incidence  equals  roughly  30  million  persons  and  only  10  million  need 
hospitalization,  a  closer  look  must  be  given  to  a  system  that  would  rather  in- 
stitutionalize 30  million. 

Partial  hospitalization  is  all  but  disallowed,  again  discouraging  the  less 
restrictive  settings  and  encouraging  inappropriate  treatment.  Partial  hospitali- 
zation programs  were  begun  for  those  persons  needing  more  than  outpatient 
treatment  but  less  than  an  acute  active  inpatient  treatment  setting.  The  re- 
imbursement practice  under  Medicare  has  been  to  withhold  payment  for  such 
services,  claiming  them  "medically  unnecessary"  if  the  person  is  determined 
not  to  need  hospitalization  by  the  fiscal  intermediary.  The  result  is  usually  re- 
admission  of  the  person  to  a  hospital. 

Lastly,  we  ask  that  the  issue  of  therapeutic  leave  days,  as  they  apply  to 
psychiatric  confinements,  be  looked  at.  (Interestingly  enough,  there  is  total 
difference  in  the  policies  of  Medicare  and  Medicaid.)  While  leave  days  are 
encouraged  from  skilled  nursing  facilities  or  from  an  intermediate  care  fa- 
cility, they  are  totally  disallowed  from  a  psychiatric  hospital.  The  irony  lies 
in  the  fact  that  leave  days  are  an  integral  part  of  a  comprehensive  treat- 
ment plan.  These  same  treatment  plans  are  clinically  required.  Joint  Com- 
mission on  Accreditation  of  Hospitals  mandated,  and  mandated  by  law,  the 
Social  Security  Amendments  of  1972,  P.L.  92-603.  To  disallow  such  passes 
when  they  are  medically  necessary  and  therapeutically  mandatory  is  con- 
traindicated  in  the  proper  care  of  the  patient.  To  pay  for  them  and  en- 
courage them  when  they  are  not  part  of  a  medical  treatment  plan  is  wasteful 
and  not  in  keeping  with  efforts  to  develop  quality  control  and  cost  effective- 
ness. 

We  know  that  the  elderly  are  disproportionately  subject  to  emotional  and 
mental  problems.  Incidences  of  emotional  disturbances  of  the  elderly  lead  the 
World  Health  Organization's  list  of  new  cases  of  psychopathology.  Of  all  types 
of  cases  per  100,000  population,  the  elderly  rank  236.1  compared  with  93.0  for 
the  next  lower  age  category.  The  elderly  account  for  25%  of  the  suicides 
nationally.  We  are  aware  that  older  persons  are  affected  more  readily  by  many 
common  everyday  emotional  problems,  complicated  by  their  growing  physical 
and  sensory  incapacities.  Further,  we  are  aware  that  if  NIMH  biometry  is 
correct  with  its  predictions,  about  80%  of  the  elderly  who  need  assistance 
for  nervous  and  mental  disorders  by  1980  will  go  unattended.  Your  attention 
to  this  matter  is  requested. 
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Please  don't  hesitate  to  call  or  write  if  additional  information  or  back- 
ground material  is  needed.  We  look  forward  to  working  with  you  and  hearing 
from  you. 

Sincerely, 

Robert  L.  Thomas, 

Executive  Director. 


National  Council  of  Health  Care  Services, 

Washington,  D.C.,  June  30,  1978. 

Congressman  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Ways  and  Means  Committee, 
Washington,  D.C. 

Dear  Congressman  Rostenkowski  :  On  behalf  of  the  members  of  the 
National  Council  of  Health  Care  Services,  I  would  like  to  take  this  oppor- 
tunity to  offer  our  comments  on  gaps  in  the  Medicare  program  and  the  pro- 
posed legislative  amendments  which  your  Subcommittee  is  considering  to 
correct  them. 

The  National  Council  of  Health  Care  Services  is  a  non-profit  association 
which  represents  a  select  group  of  proprietary  providers  of  health  care.  Mem- 
bers of  the  National  Council  are  multifacility  nursing  home  companies  which 
meet  the  high  standards  of  quality  required  by  the  Joint  Commission  on  Ac- 
creditation of  Hospitals  Council  on  Long  Term  Care.  Our  members  also  provide 
many  other  types  of  care  such  as  home  health,  meals-on-wheels,  hospice  and 
adult  day  care. 

I  would  like  to  address  my  comments  to  several  of  the  amendments  you  are 
contemplating  which  are  of  specific  interest  and  concern  to  our  members. 
These  are  elimination  of  the  prior  three-day  hospital  stay  requirement  for 
Skilled  Nursing  Facility  benefits;  presumed  coverage  provisions  for  SNFs  and 
home  health  agencies ;  elimination  of  the  licensing  requirement  for  pro- 
prietary home  health  agencies ;  elimination  of  the  100- visit  limitation  for  home 
health  services ;  services  furnished  by  a  hospice ;  and  patient  rights. 

The  National  Council  appreciates  the  Subcommittee's  efforts  to  eliminate 
some  of  the  gaps  and  inequities  in  the  Medicare  program  and  we  would  be 
happy  to  provide  any  assistance  or  answer  any  questions  you  might  have  on 
any  of  these  issues. 

Yours  very  truly, 

Donna  R.  Barnako, 
Director  for  Public  Affairs. 

Statement  of  the  National  Council  of  Health  Care  Services 

The  National  Council  of  Health  Care  Services  commends  the  Subcommittee 
on  Health  for  its  efforts  to  correct  some  of  the  gaps  and  inequities  in  the 
Medicare  programs. 

The  National  Council  is  a  non-profit  association  which  represents  a  select 
group  of  proprietary  providers  of  health  care.  Members  of  the  National 
Council  are  multifacility  nursing  home  companies  which  meet  the  high  stand- 
ards of  quality  required  by  the  Joint  Commission  on  Accreditation  of  Hospitals 
Council  on  Long  Term  Care.  Our  members  also  provide  many  other  types  of 
care  such  as  home  health,  meals-on-wheels,  hospice  and  adult  day  care. 

We  appreciate  this  opportunity  to  offer  our  comments  on  several  amend- 
ments the  Subcommittee  is  contemplating  which  are  of  specific  interest,  and 
concern  to  our  members.  These  are  the  elimination  of  prior  three-day  hospital 
stay  requirements  for  skilled  nursing  facility  benefits;  presumed  coverage 
provisions  for  SNFs  and  home  health  agencies ;  elimination  of  the  100-visit 
limitation  for  home  health  services;  services  furnished  by  a  hospice;  and 
patient  rights. 

elimination  of  three-day  prior  hospital  stay  for  skilled  nursing 
facility  services 

The  National  Council  is  very  much  in  favor  of  the  elimination  of  the  re- 
quirement for  a  prior  three-day  hospitalization  in  order  for  a  Medicare 
beneficiary  to  be  eligible  for  skilled  nursing  facility  services. 
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Currently  only  about  five  percent  of  the  patients  in  nursing  homes  are 
Medicare  beneficiaries  while  over  half  are  Medicaid  patients.  It  is  ironic 
that  Medicare  serves  such  a  small  percentage  of  the  elderly  when  the  program 
was  developed  specifically  to  meet  their  needs.  The  National  Council  feels 
that  the  states  have  been  forced  to  shoulder  a  disproportionate  share  of  the 
burden  of  services  to  the  elderly  because  of  Medicare's  strict  eligibility  re- 
quirements and  one  of  these  requirements  is  the  three-day  stay. 

A  recent  study  in  Massachusetts  has  shown  a  steady  decline  in  the  ad- 
missions of  Medicare  patients  to  skilled  nursing  facilities,  while  the  popula- 
tion of  elderly  continues  to  increase  at  a  rapid  rate.  In  only  one  year,  1976- 
1977,  there  was  a  34%  decrease  in  Medicare  admissions  to  skilled  nursing 
facilities  over  the  previous  year.1  We  can  anticipate  that  this  trend  will  be 
duplicated  in  other  states  in  the  future  as  HEW  pushes  for  a  stricter  applica- 
tion of  eligibility  criteria  to  Medicare  beneficiaries.  As  a  result,  an  ever  in- 
creasing number  of  patients  will  be  forced  to  use  up  their  savings  and  per- 
haps go  on  public  assistance  in  order  to  receive  the  skilled  care  they  need. 

The  National  Council  believes  it  is  important  that  an  elderly  person,  who 
otherwise  meets  the  Medicare  definition  of  a  skilled  patient,  should  not  have 
to  spend  his  life  savings  in  order  to  obtain  the  skilled  nursing  facility  bene- 
fits to  which  he  is  entitled.  The  three-day  stay  requirement  is  an  artificial  and 
unnecessary  barrier  and  should  be  removed. 

Since  the  remaining  eligibility  criteria  would  still  be  in  place,  the  elimina- 
tion of  a  prior  three-day  hospitalization  requirement  would  not  have  a  great 
cost  impact  on  the  program  relative  to  its  beneficial  effects.2  In  addition, 
there  is  the  potential  savings  to  the  program  for  those  patients  who  are  now 
placed  in  hospitals  merely  to  meet  the  three-day  requirement  in  order  to  be- 
come eligible  for  skilled  nursing  facility  benefits. 

PRESUMED  COVERAGE 

While  we  are  in  favor  of  any  effort  to  simplify  the  Medicare  program  and 
to  reduce  the  tremendous  paperwork  burden,  we  believe  that  an  across-the- 
board  elimination  of  the  presumed  coverage  provisions  for  skilled  nursing  fa- 
cilities and  home  health  agencies  should  be  treated  with  caution. 

Retroactive  denial  of  payment  is  one  of  the  Medicare  program's  serious 
flaws  and  the  presumed  coverage  concept  was  developed  as  one  method  of 
overcoming  this  flaw.  To  eliminate  presumed  coverage  would  mean  once  more 
exposing  the  provider  to  retroactive  denial  and  this,  we  believe,  will  result  in 
a  provider  refusing  to  admit  a  Medicare  patient  until  the  intermediary  has 
determined  that  he  is  eligible.  Such  eligibility  determinations  are  made  by 
many  individual  nurses  employed  by  the  intermediary  and  providers  can 
never  be  assured  that  the  various  nurses'  interpretations  will  be  consistent 
from  one  patient  to  the  next. 

We  do  not  believe  that  relying  on  the  waiver  of  liability  provision  (as  it 
presently  stands)  is  an  entirely  satisfactory  answer.  Though  not  specified  in 
the  law,  HEW  has  interpreted  this  provision  so  that  if  the  number  of  denied 
days  of  care  exceeds  ten  percent  of  the  facility's  total  Medicare  patient  days, 
the  provider  is  liable  for  the  total  excess.  Since  most  skilled  nursing  facilities 
have  only  a  small  number  of  Medicare  patients  (4-5%  of  their  total  patients) 
and  the  average  length  of  stay  is  only  approximately  20  days,  one  denial  can 
easily  result  in  a  facility  exceeding  the  ten  percent  limit.  Hospitals  and  home 
health  agencies  do  not  have  quite  the  same  problem  since  a  large  portion  of 
their  patient  mix  is  comprised  of  Medicare  beneficiaries. 

In  view  of  the  above,  we  would  favor  eliminating  the  ten  percent  limit  under 
waiver  of  liability.  In  specifying  this  limit,  we  believe  that  HEW  has  gone 
beyond  the  original  intent  of  Congress  since  no  limit  was  specified  in  the 
original  legislation.  In  this  regard,  we  would  ask  that  the  Subcommittee  con- 
sider including  a  statement  of  Congressional  intent  in  its  report  of  these  hear- 
ings to  eliminate  any  administrative  imposition  of  a  percentage  limit. 

In  the  past,  if  a  provider  abused  his  priviliges  under  presumed  coverage 
the  intermediary  could  exclude  his  participation.  This  policy  should  be  an 
adequate  safeguard  under  waiver  of  liability  as  well. 

1  Study  and  data  available  upon  request. 

2  The  'average  Medicare  length  of  stay  is  about  20  days  even  though  100  days  of 
benefit  coverage  are  available.  There  is  no  reason  to  believe  the  length  of  stay  would 
change. 
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ELIMINATION  OF  LICENSING  REQUIREMENT  FOR  PROPRIETARY  HOME  HEALTH  AGENCIES 

The  National  Council  is  in  favor  of  eliminating  Medicare's  licensing  re- 
quirements which  apply  only  to  proprietary  providers  of  home  health  care.  We 
feel  this  practice  is  inequitable  and  has  led  to  a  situation  in  many  states 
where  Medicare  home  health  services  from  proprietary  providers  are  un- 
available. This  effectively  limits  any  competition  within  the  market  and  pro- 
vides no  incentive  to  hold  down  costs  among  the  other  providers  of  care. 
With  appropriate  licensure,  standards,  certificate  of  need  and  quality  review 
applied  equally  to  all  providers,  there  is  no  reason  to  retain  a  requirement 
which  applies  to  only  one  class  of  provider. 

At  this  point,  we  would  like  to  respectfully  point  out  to  the  Subcommittee 
that  the  Title  XX  program  also  prohibits  participation  by  proprietary  pro- 
viders of  health  care.  We  see  no  need  to  continue  this  restriction  when  it  has 
been  shown  that  proprietary  providers  can  offer  as  high  a  quality  of  service  as 
non-proprietaries  at  an  equal  or  lesser  cost.  Again,  the  element  of  competition 
is  an  important  factor  in  holding  down  costs. 

We  believe  the  nursing  home  can  be  a  viable  resource  for  providing  such 
home  health  services.  The  personnel  and  resources  are  already  present  in  the 
facility ;  there  is  no  need  for  expensive  capital  expenditures  for  buildings,  office 
equipment,  etc.  For  nursing  homes  which  have  the  capacity  and  desire  to  pro- 
vide such  services,  there  should  be  no  discriminatory  restrictions  to  do  so.  The 
use  of  existing  resources  can  be  a  much  less  expensive  method  of  providing  ex- 
panded benefits  to  our  population  of  elderly  without  a  massive  injection  of 
public  funds  for  start-up  costs. 

Similarly,  nursing  homes  might  provide  adult  day  care  activities  which 
could  also  include  physical  therapy  and  rehabilitation  programs.  They  might 
also  serve  meals-on-wheels  to  the  home-bound  elderly  as  some  of  our  members 
are  already  doing  on  a  voluntary  basis. 

While  much  discussion  has  taken  place  on  the  various  expanded  services 
hospitals  might  offer,  we  believe  that  the  nursing  home  has  largely  been  over- 
looked as  to  the  many  programs  it  might  provide  in  order  to  fully  utilize  its 
potential  in  serving  the  elderly.  The  present  rigidity  in  the  Medicare  program 
is  one  of  the  stumbling  blocks  which  must  be  overcome  in  order  for  this 
potential  to  be  realized. 

ELIMINATION  OF  THE   100-VISIT  LIMITATION  UNDER  HOME  HEALTH  CARE 

The  proposal  to  eliminate  the  100-visit  limitation  for  home  health  care  under 
Parts  A  and  B  of  Medicare  will,  by  itself,  have  little  effect  on  the  program 
since  very  few  beneficiaries  exhaust  their  allowed  number  of  home  health 
benefits. 

According  to  a  1977  General  Accounting  Office  study,  two  percent  of  Medi- 
care beneficiaries  exhausted  their  Part  A  home  health  benefits  and  3.000  ex- 
hausted all  home  health  benefits  available  under  Parts  A  and  B.3  This  same 
report  estimated  that  elimination  of  the  visit  restrictions  would  cost  an  addi- 
tional $12.5  million  for  the  3.000  or  so  beneficiaries  that  would  be  served  by  it. 

However,  when  taken  in  conjunction  with  a  number  of  other  proposals  by 
Congressmen  Pepper  and  Cohen  which  would  otherwise  liberalize  home  health 
benefits,  the  proposal  to  eliminate  the  100-visit  limitation  would  have  a  great 
cost  impact.  At  the  same  time,  it  would  serve  to  both  expand  benefits  and 
to  reach  a  large  part  of  the  elderly  population  not  currently  being  served. 
We  believe  it  is  important  to  make  these  services  available  to  the  elderly  so 
that  every  beneficiary  is  afforded  the  most  appropriate  care  in  the  appropriate 
setting  for  his  needs. 

We  would  caution  the  Subcommittee  not  to  expect  program  savings  in  offer- 
ing expanded  home  health  benefits.  For  every  elderly  person  now  institution- 
alized who  could  be  cared  for  in  his  home  with  expanded  benefits,  there  are 
ten  more  waiting  for  a  room  in  the  nursing  home.  This  fact  was  made  clear 
in  the  GAO  reoort  as  well  as  in  a  recent  study  by  the  Congressional  Budget 
Office/ 


3  Home  Health — The  Need  for  a  National  Policy  to  Better  Provide  for  the  Elderly, 
General  Accounting  Office  Report  to  Congress,  December  30,  1977. 

4  Budget  Issue  Paper — Long-Term  Care  for  the  Elderly  and  Disabled,  Congressional 
Budget  "Office,  February  1977  (reprinted  August  1977). 
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HOSPICE 

One  of  the  National  Council's  members,  Hillhaven,  has  established  a  hospice 
facility  for  the  terminally  ill  outside  of  Phoenix,  Arizona.  The  concept  is  an 
excellent  one  as  an  alternative  to  hospitalization  for  terminally-ill  patients 
who  do  not  wish  heroic  lifesaving  measures. 

Since  the  hospice  approach  to  providing  care  is  a  fairly  new  one  in  the 
United  States  there  are  the  expected  problems  relative  to  any  new  type  of 
service.  We  would  hope  to  see  these  resolved  before  there  is  any  consideration 
of  inclusion  of  this  type  of  benefits  in  the  Medicare  program. 

We  believe  that  hospices  should  be  licensed  and  certified  to  participate  in 
Medicare.  They  should  have  to  meet  minimum  standards,  such  as  those  skilled 
nursing  facilities  must  meet,  with  modifications  which  take  into  consideration 
differences  in  the  services  required. 

The  National  Council  is  also  in  favor  of  permitting  skilled  nursing  facilities 
to  participate  in  such  a  program.  This  would  be  a  less  expensive  method  of 
providing  such  services  in  that  a  new  facility  would  not  have  to  be  built, 
rather  an  existing  wing  of  a  nursing  home  could  be  set  aside  and  used  for  this 
purpose  and  staffed  accordingly. 

PATIENTS  RIGHTS 

The  National  Council  believes  that  legislation  which  delineates  patients 
rights  has  a  laudable  goal,  but  we  feel  that  the  legislation  being  proposed 
by  Congressman  William  Cohen,  H.R.  9720,  is  duplicative  of  existing  rights 
afforded  all  Americans.  These  rights  have  been  provided  for  in  our  Constitution 
and,  in  any  situation  where  there  is  an  undisputed  violation  of  the  law, 
whether  by  physical  or  mental  abuse  or  through  negligence  or  fraud,  there  are 
sufficient  safeguards  available  through  our  judicial  and  penal  systems.  We 
should  ask  whether  we  also  need  a  bill  of  rights  for  our  mental  and  penal 
institutions,  for  hospitals,  and  for  schools?  Where  problems  do  exist,  we  feel 
that  they  will  be  resolved  through  vigorous  enforcement,  not  by  enacting 
more  laws. 

The  National  Council  also  feels  that  H.R.  9720  would  superimpose  new 
enforcement  mechanisms  upon  those  states  which  have  enacted  legislation  ad- 
dressing patient  rights.  We  are  concerned  that  conflicts  would  arise  over  these 
existing  statutes  which  in  many  cases  are  more  stringent  than  the  proposed 
legislation.  In  addition,  the  time  constraints  for  reporting  and  the  paperwork 
required  would  impose  a  tremendous  burden  on  the  states  and  would  penalize 
the  majority  of  nursing  homes  which  are  doing  a  good  job. 

Provisions  in  H.R.  9720  which  would  award  cash  payments  to  patients 
would  undoubtedly  give  rise  to  many  complaints,  especially  when  vaguely- 
worded  "rights"  are  used.  These  rights  would  include  guarantees  for  "adequate 
and  appropriate  medical,  nursing  and  supportive  care,"  and  "fair  and  equal 
treatment."  Who  shall  define  these  terms? 

Each  complaint  would  have  to  be  investigated  by  the  state  agency  and  a 
written  report  submitted  to  the  complainant  within  20  days.  One  can  imagine 
a  state  agency  receiving  100  such  complaints  in  a  short  time  period  from 
patients  who  did  not  like  meals  they  were  served  or  who  were  not  permitted 
a  special  privilege  due  to  a  physician's  orders.  How  many  additional  staff 
people  would  the  state  agency  need  to  hire  to  resolve  such  complaints? 

As  an  alternative,  the  National  Council  would  prefer  to  see  a  strengthening 
of  provisions  for  resident  councils  and  nursing  home  ombudsmen.  Many  nurs- 
ing homes  have  very  active  resident  councils  with  formal  mechanisms  for 
receiving  and  resolving  complaints.  We  feel  it  is  important  for  patients  to 
have  the  opportunity  to  become  involved  in  the  policies  and  procedures  of  the 
facility  and  the  resident  council  affords  him  this  opportunity.  In  this  way, 
residents  are  able,  if  necessary,  to  speak  as  one  voice  for  any  serious  griev- 
ance, thus  one  individual  is  not  singled  out  in  the  process.  If  unable  to  resolve 
serious  complaints  within  the  facility,  the  resident  council  should  be  able  to 
communicate  them  to  the  nursing  home  ombudsman  or  other  public  agencies 
for  action. 

Currently  HEW  is  holding  a  series  of  public  hearings  in  a  serious  effort 
to  revise  the  SNF-ICF  Conditions  of  Participation.  We  believe  this  process  is 
the  appropriate  vehicle  for  incorporating  a  uniform  bill  of  rights  for  patients 
which  would  include  provisions  for  resident  council  and  which  would  apply  to 
all  participating  SNF-ICF  facilities. 
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Statement  of  the  National  Council  on  the  Aging,  Inc. 

The  National  Council  on  the  Aging  (NCOA)  is  a  private  nonprofit  organiza- 
tion whose  members  are  individuals  and  organizations  throughout  the  country 
who  serve  the  nation's  23  million  older  citizens.  For  28  years,  NCOA  has  pro- 
vided leadership  in  the  field  of  aging  to  public  and  private  agencies  at  the 
national,  state  and  local  levels.  It  continues  to  be  a  national  resource  for 
planning,  information,  and  service  in  those  areas  affecting  the  lives  of  the 
nation's  older  population. 

We  appreciate  the  opportunity  to  express  our  recommendations  for  changes 
in  the  Medicare  program  to  the  Committee  on  Ways  and  Means.  Medicare  is 
undoubtedly  the  single  most  important  government  health  program  for  the 
elderly.  Ninety-five  percent  of  those  over  65  are  eligible  for  its  hospital  benefits 
and  94  percent  are  covered  by  its  supplemental  insurance.  It  has  become  the 
government  standard-bearer  in  health  care  for  the  elderly. 

The  proposed  changes  in  Medicare  which  have  come  before  the  Subcommit- 
tee on  Health  touch  on  many  issues  that  are  vitally  important  to  our  older 
citizens,  but  none  so  much  as  the  suggested  changes  in  Medicare  home  health 
benefits.  Almost  half  of  the  elderly  suffer  from  chronic  health  impairments 
and  about  18  percent  are  so  affected  that  they  are  unable  to  carry  on  major 
daily  activities  such  as  shopping  for  or  preparing  meals.  Yet  Medicare  barely 
addresses  the  need  for  health  and  health-related  social  services  which  com- 
pensate for  those  limitations  and  maintain  the  older  person's  independence. 

We  are  looking  to  the  Congress  to  play  a  leadership  role  in  establishing  a 
health  care  continuum  which  will  meet  more  than  just  the  acute  care  needs  of 
older  Americans.  This  continuum  of  health  care  should  extend  from  the  insti- 
tutions (the  hospitals  and  nursing  homes)  which  care  for  the  elderly  to  the 
community,  where  they  should  be  able  to  receive  health  care  in  a  dignified 
fashion  while  living  independent  lives  in  their  homes.  It  would  also  extend  to 
cover  the  chronic  as  well  as  the  acute  health  care  needs  of  the  aged. 

Developing  a  comprehensive  system  of  health  care  for  the  elderly  has  been 
a  major  focus  of  NCOA  concern  for  many  years.  At  the  initiation  of  the  White 
House  Conference  on  Aging  in  1971,  NCOA  came  together  with  136  national 
voluntary  organizations  whose  target  was  to  provide  supportive  in-home  serv- 
ice to  help  the  frail  elderly  remain  in  their  homes.  That  program  has  since  be- 
come a  unit  of  NCOA,  the  National  Yoluntary  Organizations  for  Independent 
Living  for  the  Aging  (NVOILA).  It  has  grown  to  become  the  largest  single 
cooperative  effort  of  the  U.S.  voluntary  sector  that  provides  or  promotes  in- 
home  services  to  the  aged.  It  has  been  an  important  part  of  our  efforts  to  pay 
special  attention  to  the  frail  and  vulnerable  elderly  who,  lacking  the  resources 
to  be  cared  for  at  home,  have  had  to  be  hospitalized  when  stricken  with  acute 
or  catastrophic  illness. 

These  members  of  the  older  population  tend  in  large  measure  to  be  fiercely 
independent  and,  aware  of  their  incapacities,  are  determined  to  somehow  stay 
outside  the  walls  of  institutions  in  their  efforts  to  cope  with  them.  For  such 
people,  a  hospital  stay  is  a  necessary  interval  that  must  be  indured — and  then 
they  want  to  go  home.  This  desire  for  in-home  supportive  services  is  not  ex- 
pected to  diminish  as  the  older  population  increases  in  size  and  changes  in 
composition. 

The  need  for  home  health  care  increases  as  the  number  of  older  people  in- 
creases. As  the  older  population  changes  and  their  needs  and  conditions  change, 
and  as  societal  awareness  of  their  problems  change,  so  should  the  policies  that 
affect  them  change. 

Some  major  trends  which  can  be  anticipated.  .  .  . 

Older  people  are  increasing  in  numbers  faster  than  the  population  as  a 
whole.  In  1950  persons  over  65  years  old  made  up  8.1  percent  of  the  total  U.S. 
population;  in  1975,  10.5  percent  and  by  the  year  2000  they  are  expected  to 
make  up  11.7  percent. 

The  older  population  itself  is  aging.  By  the  turn  of  the  century  we  expect 
the  number  of  persons  over  65  to  have  increased  by  one-third  from  its  current 
numbers;  however,  the  number  of  persons  75-84  years  of  age  is  expected  to 
increase  by  50  percent  and  the  number  of  persons  85  years  and  older  is  ex- 
pected to  nearly  double. 

The  prevalence  of  chronic  ailments  and  impairments,  which  increase  with 
age,  can  be  expected  to  increase.  Forty-two  percent  of  the  people  ages  65-74 
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are  limited  in  activity  because  of  one  or  more  chronic  conditions  in  contrast 
with  56  percent  of  those  75  and  over. 

As  women  continue  to  outlive  men  we  can  expect  to  continue  to  find  a  pre- 
ponderance of  women  in  the  aged  population;  this  preponderance  increases 
with  each  ascending  age  bracket.  Many  of  these  women  are  widowed,  divorced, 
never  married,  and  in  many  cases  living  alone.  According  to  the  1977  GAO  re- 
port, on  home  health  care,  older  people  who  are  greatly  or  extremely  impaired 
and  live  alone  have  a  high  probability  of  institutionalization,  whereas  those 
living  with  spouses  or  children  do  not. 

These  projections  point  to  the  need  for  planners  and  policymakers  to  take 
into  account  that  the  elderly  are  the  fastest  growing  segment  of  the  popula- 
tion; that  as  they  age  their  health  needs  increase;  and  that  steps  in  preven- 
tive medicine,  steps  to  alleviate  the  hardships  of  chronic  illness  which  are  so 
prevalent,  and  steps  to  help  the  elderly  maintain  their  lives  independently  and 
in  the  dignity  of  their  own  homes  are  warranted. 

Yet  our  Federal  programs — Medicare  and  Medicaid — are  not  reflecting  this 
need.  Medicare  has  been  a  great  step  forward  in  caring  for  the  acute  and 
catastrophic  illnesses  that  beset  our  aged  citizens.  Certainly,  this  was  the  orig- 
inal philosophy  and  purpose  behind  Medicare;  to  protect  the  aged  from  ex- 
tremely high  hospital  costs  that  result  from  the  care  of  acute  or  catastrophic 
illness.  The  program  does,  however,  have  distinct  limitations. 

Many  older  persons  with  chronic  ailments  cannot  receive  any  home  health 
care  support  from  the  Medicare  program.  Medicare  provides  home  health  only 
when  it  is  related  to  acute  illness  that  requires  hospitalization  for  at  least 
three  days,  and  then  only  100  visits  are  considered  compensable  until  an  acute 
illness  returns  the  older  person  to  the  hospital.  The  covered  home  health  care 
must  be  strictly  related  to  the  acute  illness  the  patient  is  suffering  from,  and 
cannot  treat  chronic  problems  or  resulting  social  complications.  Thus  we  find 
medical  costs  relating  to  the  institutional  care  facilities  (hospitals  and  nursing 
homes)  making  up  the  bulk  of  the  program  expenditure  while  home  health 
care  accounts  for  only  one  percent. 

And,  although  Medicaid  does  not  have  these  restrictions,  it  is  limited  in 
other  ways.  This  program  cannot  be  looked  at  as  being  truly  national  or 
available  to  many  of  the  aged.  Medicaid  provides  home  health  care  only  for 
the  poor  elderly  and  the  service  varies  from  state  to  state.  The  states  set  their 
own  means  levels  for  eligibility  and,  until  regulations  requiring  uniform 
standards  for  health  care  systems  were  published  in  August  1976,  service 
levels  varied  nationwide.  In  1975,  the  federal  expenditures  on  home  health 
care  under  Medicaid  was  only  $70  million  and  70  percent  of  this  went  to  New 
York,  which  has  the  most  liberal  policy.  This  $70  million  expenditure  ac- 
counted for  only  1.6  percent  of  all  Medicaid  long-term  care  expenditures. 

Representatives  Claude  Pepper,  William  Cohen  and  Harold  Ford  have  spon- 
sored the  "Medicare  Home  Health  Amendments  of  1978"  (H.R.  10738)  which 
is  an  attempt  to  change  the  Medicare  policies  so  that  they  are  more  responsive 
to  the  health  problems  of  the  aged  and  the  strong  desire  of  the  aged  to  re- 
ceive medical  treatment  in  their  own  homes  whenever  possible.  Congressman 
Pepper  has  charged,  correctly,  that  the  current  program  might  more  aptly  be 
called  Siekcare  given  its  emphasis  on  acute  and  catastrophic  illness  and  failure 
to  provide  long-term  health  care. 

The  proposed  amendments  to  Medicare  would: 

Remove  the  requirement  of  prior  hospitalization  as  a  qualification  for  re- 
ceiving home  health  care;  remove  the  requirement  that  a  patient  be  confined 
to  home;  remove  the  limitations  on  visits  under  both  the  hospital  insurance 
and  medical  insurance  programs;  and  add  services  to  help  maintain  persons 
at  home,  such  as  periodic  performance  of  household  tasks,  transportation  for 
doctor  visits,  essential  shopping  and  simple  household  repairs. 

The  1977  Government  Accounting  Office  (GAO)  report  has  estimated  that 
this  would  cost  $1.9  billion.  These  figures  do  not  account,  however,  for  the 
saving  that  will  result.  Home  health  care  has  an  emphasis  on  preventive  care, 
which  is  expected  to  decrease  the  use  of  expensive  hospitals  and  nursing 
homes.  The  GAO  estimated  that  substituting  home  health  care  for  institu- 
tional care,  where  appropriate,  could  reduce  costs  from  $458  per  month  to 
$78-$172  depending  on  the  degree  of  care. 

The  changes  in  the  Pepper-Cohen-Ford  bill  would  correct  this  inefficient  use 
of  institutional  care.  Making  home  health  care  more  readily  available  to  the 
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aged,  as  a  preventive  measure,  will  cut  down  on  the  number  of  acute  illnesses, 
and  will  cut  down  on  the  high  expense  of  unnecessary  institutional  care,  which 
is  what  many  elderly  use  as  a  last  resort  when  they  have  no  family  or  can  no 
longer  afford  home  health  care  on  their  own. 

Health  care  must  be  redefined  to  meet  the  needs  of  our  elderly  who  are  in- 
creasing in  number  and  in  needs.  We  must  aim  health  care  to  the  problems 
that  affect  almost  half  of  the  elderly  population — chronic  ailments — and  we 
must  understand  that  supportive  social  services  often  forestall  the  need  for 
more  costly  medical  care. 

Some  have  suggested  postponing  action  in  this  area  until  the  results  of  the 
national  health  insurance  legislation  becomes  clear.  But  the  long-term  care 
needs  of  the  nation's  23  million  older  people  are  immediate,  while  action  on 
national  health  insurance  may  be  delayed  many  years.  The  elderly's  need  for 
home  health  care  in  the  remaining  years  of  their  lives  won't  wait. 

We  urge  the  Subcommittee  on  Health  to  adopt  the  proposals  in  H.R.  10738 
which  will  remove  the  barriers  to  home  health  care  for  the  aged  whose  suffer- 
ing from  chronic  illness  could  be  eased  by  a  home  health  care  professional. 
Such  action  would  represent  a  solid  commitment  by  the  government  toward 
building  a  medical  plan  for  the  aged  that  moves  away  from  crisis-oriented 
"Sickcare"  toward  truly  comprehensive  health  care. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  B.C.,  May  11,  1978 

Hon.  Dan  Rostenkowski, 
Chairman,  Subcommittee  on  Health, 
Washington,  D.C. 

Dear  Chairman  Rostenkowski  :  Enclosed  for  your  information  are  copies 
of  letters  I've  received  from  concerned  South  Dakotans  regarding  services 
provided  by  occupational  therapists. 

Please  consider  the  opinions  of  my  constituents  on  H.R.  9826.  I  believe  they 
have  a  viable  position  which  I  am  sure  you  will  give  your  full  consideration 
to. 

Thank  you  for  your  interest. 
Sincerely, 

Larry  Pressler, 
Member  of  Congress. 

Enclosure. 

Sioux  Falls,  S.  Dak.,  May  S,  1978. 

Representative  Larry  Pressler, 
Longicorth  Bu ildin g, 
Washington,  D.C. 

Dear  Congressman  Pressler  :  I  am  an  occupational  therapist  working  in 
the  area  of  physical  dysfunction.  I  am  asking  you  to  give  serious  considera- 
tion in  voting  for  Medicare  Amendment  H.R.  9826.  This  amendment  would  cover 
occupational  therapy  services  for  patients  who  do  need  continued  rehabilitation 
services  such  as  the  kind  we,  as  O.T.'s,  provide. 

Occupational  Therapy  services  include  the  following  areas :  stroke  reha- 
bilitation, home  programs  to  restore  maximum  independence  in  living  skills, 
and  many  other  areas  pertinent  to  the  handicapped  in  South  Dakota  and 
nationwide. 

Please  consider  voting  in  favor  of  this  amendment.  Thank  you. 
Sincerely, 

Diane  M.  Hall. 


Sioux  Falls,  S.  Dak.,  May  3, 1978. 

Representative  Larry  Pressler, 
Longworth  Building, 
Washington,  D.C. 

Dear  Mr.  Pressler  :  As  a  Registered  Occupational  Therapist  working  in 
So.  Dak.  I  am  very  concerned  with  the  advancement  of  rehabilitation  services 
in  the  state  and  the  important  role  Occupational  Therapy  plays  in  the  area  of 
Rehabilitation  Medicine. 
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Occupational  Therapy  has  changed  a  great  deal  in  the  past  decade.  It  is  no 
longer  just  a  therapeutic  activities  program  as  it  is  so  often  stereotyped  to  be. 
The  profession  is  advancing  steadily  into  all  areas  of  rehabilitation.  Not  just 
in  hospitals,  rehab  centers,  and  nursing  homes  but  out  into  the  community,  our 
homes  and  schools. 

Therapists  are  specializing  in  these  areas  but  are  unable  to  provide  impor- 
tant services  because  they  can  not  receive  payment. 

The  Medicare  Amendment  H.R.  9826,  if  passed,  would  permit  payment  for 
O.T.  services  on  an  out-patient  basis  or  through  home  health  agencies  without 
being  dependent  on  the  need  for  skilled  nursing  care  or  physical  therapy. 

I  personally  do  not  want  to  take  a  back  seat  in  the  field  of  rehabilitation 
because  the  state  or  federal  governments  limit  the  services  I  can  provide.  But, 
it  is  the  individuals  that  need  the  additional  training  and  adaptive  equipment, 
etc.  to  help  them  function  more  indep.  in  the  community,  who  will  lose  out. 

I  appreciate  your  consideration  and  I  hope  I  have  helped  you  to  make  an 
important  decision. 

Curtis  M.  Onstas. 


Sioux  Falls,  S.  Dak.,  May  2, 1978. 
Dear  Representative  Pressler  :  I  am  writing  to  ask  for  your  support  for  the 
Medicare  Amendment  H.R.  9826.  This  amendment  will  permit  payment  for 
Occupational  Therapy  services  on  an  out-patient  basis  or  through  home  health 
agencies. 

Many  of  the  clients  who  receive  Occupational  Therapy  treatment  also  need 
follow  up  services  in  their  homes.  The  O.T.  can  assist  the  client  with  such 
things  as  adaptive  aids  that  will  allow  the  disabled  person  to  live  more  inde- 
pendently in  their  home  or  aid  a  disabled  homemaker  by  redesigning  her  kitchen 
so  she  can  continue  to  care  for  her  family.  With  training  and  assistance  from 
an  O.T.,  these  people  will  become  less  dependent  on  others  and  upon  other  public 
assistance  money. 

These  clients  often  times  no  longer  need  the  services  of  a  Physical  Therapist 
or  a  skilled  nurse  but  of  these  services  are  not  provided,  then  O.T.  services  will 
not  be  paid  for. 

The  before  mentioned  examples  are  only  a  few  areas  where  an  O.T.  can  pro- 
vide a  service.  There  are  many  more  areas  in  which  O.T.  is  involved.  O.T.  has 
continued  to  grow  and  develop  into  a  very  important  allied  health  profession 
which  is  badly  needed  in  South  Dakota. 

I  urge  you  to  support  this  Amendment  as  it  will  have  a  great  impact  upon 
the  health  services  provided  to  the  citizens  of  South  Dakota. 
Sincerely, 

Randy  Johnson. 


Statement  of  Mary  Rose  Oakar,  a  Representative  in  Congress  From  the 

State  of  Ohio 

Mr.  Chairman,  Ladies  and  Gentlemen.  I  would  like  to  summarize  for  you 
what  I  believe  are  the  reasons  for  the  removal  of  restrictions  on  home  health 
care  reimbursement  in  parts  A  and  B  of  Title  18  of  the  Social  Security  Act — 
the  Medicare  Program. 

The  time  for  recognition  of  the  need  for  home  health  services  for  older 
Americans  is  long  overdue.  We  have  placed  far  too  much  emphasis  on  in- 
stitutional care  and  our  current  restrictions  on  Medicare  reimbursement  im- 
pose premature  institutionalization.  We  must  broaden  the  spectrum  of  health 
care  to  include  these  services. 

There  is  a  vital  need  for  these  kinds  of  services.  It  is  estimated  that  any- 
where from  15  to  30  percent  of  the  persons  in  nursing  homes  or  other  long- 
term  care  facilities  could  have  had  their  needs  met  in  the  community  with 
reasonable  provisions  for  adequate  home  health  and  social  services. 

We  Americans  are  living  longer,  and  the  over  65  population  is  increasing.  We 
must  plan  for  our  health  needs,  and  de-emphasize  our  actions  toward  imposed 
institutionalization  by  modifying  our  rigid  approach  toward  reimbursement 
for  medical  services.  We  are  denying  essential  services  to  our  elderly  that 
they  most  need.  They  now  spend  a  disproportionate  amount  of  their  income 
on  health  care,  and  Medicare,  which  is  supposed  to  assist  them  only  covers 
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about  38  percent  of  their  total  medical  bills,  foisting  extreme  debts  on  those 
who  can  least  afford  them.  With  about  one-third  of  our  elderly  living  at  or 
below  the  poverty  level,  we  must  revise  our  rules  and  regulations  to  truly 
offer  them  the  care  they  so  richly  deserve. 

The  Government  Accounting  Office  in  its  December  1977  report  on  home 
health  care  services  unequivocally  states  that  until  older  people  become  greatly 
or  extremely  impaired  the  cost  for  home  services,  including  the  large  portion 
provided  by  families  and  friends,  is  less  than  the  cost  of  putting  these  people 
in  institutions.  But  my  plea  today  is  not  only  to  reduce  financial  restraints  but 
to  ask  you  to  take  a  leadership  role  in  assuring  some  basic  human  rights  in 
home  care  be  afforded  to  our  seniors. 

When  HEW  held  regional  hearings  on  home  health  care  in  1976,  nearly 
unanimous  testimony  was  heard  on  the  need  to  eliminate  artificial  barriers  to 
obtain  essential  home  health  services. 

Presently  part  A  and  part  B  of  Title  18  of  the  Social  Security  Act,  which 
established  the  Medicare  Program,  requires  that  a  person  must  be  hospitalized 
for  a  minimum  of  three  days  to  receive  reimbursement  for  home  care.  Under 
parts  A  and  B,  Medicare  limits  to  100  the  number  of  home  visits  a  patient 
can  receive,  and  only  the  services  of  a  skilled  person  such  as  a  nurse,  are 
reimbursable. 

We  recommend,  Mr.  Chairman,  that  the  Subcommittee  give  serious  con- 
sideration to  lifting  these  restrictions.  For  example,  remove  the  limits  on 
the  number  of  visits  for  which  payments  made  be  made  under  parts  A  and 
B ;  eliminate  the  requirement  of  prior  hospitaliztion  in  part  A,  and  lift  the 
restriction  that  a  person  be  homebound  in  order  to  qualify  for  home  health  care, 
and  add  homemaker-home  chore  services  to  reimbursable  items  under  Medi- 
care. 

I  believe,  as  do  my  colleagues  on  the  Select  Committee  that  with  these 
restrictions  removed,  we  can  begin  the  long-awaited  move  towards  balancing 
our  health  care  system  and  bringing  it  into  proper  respective  by  eliminating 
unrealistic  restrictions  in  terms  of  reimbursable  costs  for  home  health  care. 

Thank  you. 

STATEMENT 

Mr.  Chairman,  it  is  a  pleasure  to  be  here  today  to  testify  before  your  Sub- 
committee concerning  the  amendments  to  the  Medicare  Program.  As  a  mem- 
ber of  the  Select  Committee  on  Aging,  and  a  co-sponsor  of  several  bills  con- 
cerning home  health  care  services  introduced  by  our  Chairman,  Mr.  Pepper,  I 
would  like  to  voice  my  support  for  the  need  for  recognition  that  we  must  pro- 
vide alternatives  to  institutionalization  through  our  Medicare  system. 

I  am  submitting  a  copy  of  my  statement  for  the  record  and  will  summarize 
its  contents  for  the  Subcommittee. 

Mr.  Chairman,  ladies  and  gentlemen:  The  time  for  recognition  of  the  need 
for  home  health  care  services  for  older  Americans  is  long  overdue.  The  medical 
model  with  its  narrowly  defined  benefits  and  payments  is  not  the  complete 
answer  to  health  care,  partciularly  for  our  older  citizens. 

What  is  home  health  care?  Generally  it  is  defined  as  an  array  of  services, 
social  and  medical,  which  may  be  brought  in  the  home,  separately  or  in  com- 
bination, in  order  to  achieve  and  sustain  the  optimum  state  of  health,  activity 
and  independence  for  individuals  of  all  ages  who  require  such  services  be- 
cause of  acute  illness,  exacerbations  of  chronic  illness,  long-term  or  perma- 
nent limitations  due  to  chronic  illness  and  disability. 

There  are  several  levels  of  home  health  care,  but  the  primary  objective  is 
to  keep  people  in  their  normal  environments  as  long  as  possible  and  to  aid 
people  after  an  institutional  stay.  It  is  essentially  a  combination  of  health  and 
social  services. 

There  is  a  serious  need  for  these  services,  Mr.  Chairman.  Statistics  gathered 
by  the  Select  Committee  on  Aging  indicate  that  from  15  to  30  percent  of  the 
persons  in  nursing  homes  or  other  long-term  care  facilities  could  have  had 
their  needs  met  in  the  community  with  provision  of  home  health  and  social 
services. 

We  Americans  are  living  longer,  and  we  must  plan  for  our  health  needs. 
According  to  the  most  recent  population  projections,  there  will  be  about  31.8 
million  people  over  65  by  the  year  2000,  and  by  2030,  as  the  last  of  the  post 
World  War  II  baby  boom  population  attains  age  65,  there  will  be  55  million 
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seniors.  These  projections  may  even  be  underestimates,  as  the  mortality  rates 
are  currently  declining  at  all  ages,  and  the  number  of  people  surviving  into 
old  age  could  be  greater. 

Another  interesting  facet  of  this  is  that  within  the  age  group  of  65  years 
and  over,  the  proportion  of  people  between  65  and  74  years  of  age  is  getting 
smaller,  while  the  proportion  75  years  and  more  is  becoming  larger.  This 
trend  is  expected  to  continue  at  least  until  the  end  of  the  century.  The  pro- 
portion of  the  elderly  who  are  75  years  and  more  is  tremendously  impor- 
tant in  evaluating  health  status  and  estimating  needs  for  health  care.  This 
group  is  more  inclined  to  chronic  diseases  and  impairments,  and  therefore 
increasingly  in  need  of  utilizing  medical  services. 

However,  our  current  emphasis  on  institutionalization,  especially  in  regard 
to  Medicare  reimbursement,  is  not  going  to  answer  the  needs  of  this  popula- 
tion. Medicare  effectively  denies  reimbursement  for  needed  health-social 
services.  The  Medicare  home-health  care  benefits  are,  by  law,  skill-care  oriented. 
They  are  not  designed  to  provide  coverage  for  care  related  to  helping  with 
activities  of  daily  living  unless  the  patient  requires  skilled  nursing  care  or 
physical  or  speech  therapy. 

Medicare  requires  that  a  person  must  have  prior  hospitalization  for  at  least 
three  days  before  being  eligible  for  reimbursement  for  home  health  care.  A 
further  restraint,  under  parts  A  and  B  of  Medicare,  calls  for  a  ceiling  of  100 
home  care  visits,  with  apparent  disregard  for  a  patient's  needs.  As  a  further 
handicap,  only  services  of  trained  professionals,  such  as  registered  or  licensed 
practical  nurses  are  reimbursable,  when  perhaps  a  competent  homemaker,  for 
example,  could  provide  adequate  temporary  care  at  a  much  reduced  cost.  So, 
we  have  built  into  our  Medicare  program  a  Catch  22  situation  for  our  older 
people  and  force  them  to  spend  a  disproportionate  amount  of  their  income  on 
health  care.  Medicare,  which  is  supposed  to  assist  them,  only  reimburses  about 
38  percent  of  their  total  medical  bills,  and  imposes  severe  financial  and  often 
psychological  hardship.  Currently  one-third  of  our  elderly  are  at  or  below 
the  poverty  level,  and  Medicare  effectively  denies  reimbursement  for  the  kind 
of  care  they  most  need — health  and  social  services. 

The  Government  Accounting  Office,  in  its  December  1977  report  on  home 
health  care,  stated  that  until  older  people  become  greatly  or  extremely  im- 
paired, the  cost  for  home  services,  including  the  large  portion  provided  by 
families  and  friends,  is  less  than  the  cost  of  putting  these  people  in  in- 
stitutions. The  report  also  states  that  most  of  the  costs  associated  with 
liberalizing  home  health  benefits  under  Medicare  would  not  be  prohibitive,  and 
that  this  removal  could  provide  strong  disincentives  to  institutionalization. 
This  then  should  be  our  goal  here  today. 

The  GAO  report  discusses  the  role  that  families  and  friends  play  in  pro- 
viding this  kind  of  care,  but  these  people  need  support.  They  often  cannot 
carry  all  of  the  financial,  emotional  and  medical  load  all  of  the  time,  and 
testimony  we  on  the  Select  Committee  have  heard  repeatedly  confirms  this 
need.  We  must  provide  these  families  with  the  needed  backup  to  assist  them 
in  caring  for  their  aging  relatives.  Certainly  this  calculated  support  is  a 
better  option  than  premature  institutionalization. 

The  health-care  experts  also  have  testified  that  the  federal  government 
must  recognize  that  health-social  services  are  an  essential  part  of  the  health 
care  spectrum.  At  the  Department  of  Health,  Education  and  Welfare  regional 
hearings  held  on  home  health  care  in  major  cities  across  the  United  States  in 
1976,  nearly  unanimous  support  was  heard  from  witnesses  calling  for  elimina- 
tion of  artificial  barriers  to  obtain  needed  home  health  services.  They  urged 
that  the  distinctions  between  health  and  social  services  be  eliminated,  and 
that  these  health-social  services  be  recognized  as  an  essential  part  of  our 
health  care  system. 

Mr.  Chariman,  we  must  acknowledge  the  need  for  health-social  services. 
One  way  to  do  this  is  to  lift  the  restrictions  on  parts  A  and  B  of  Title  18  of 
the  Social  Security  Act  which  established  the  Medicare  Program.  We  must  re- 
move all  restraints  on  the  number  of  home  visits  for  which  payment  may  be 
made  under  both  part  A  and  B,  eliminate  the  requirement  of  prior  hospitaliza- 
tion in  part  A,  remove  the  restriction  that  a  person  be  homebound  in  order  to 
qualify  for  home  health  care,  and  allow  reimbursement  under  Medicare  for 
the  services  of  a  homemaker  or  a  home-chore  person.  It  is  this  kind  of 
service  rather  than  that  of  the  skilled  nurse  that  could  meet  the  needs  of  our 
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elderly,  and  would  enable  them  to  live  in  their  own  home  while  they  can 
still  enjoy  the  feelings  that  accompany  this  "at  home"  lifestyle. 

I  believe,  as  do  my  colleagues  on  the  Select  Committee  on  Aging,  that  with 
these  unreasonable  restrictions  removed,  we  can  begin  the  long-awaited  move 
towards  providing  a  comprehensive  health  care  system  and  bring  it  into 
proper  perspective  by  eliminating  convoluted  regulations  on  health-social 
services  now  in  our  Medicare  program.  Chairman  Pepper  of  our  Select  Com- 
mittee on  Aging  has  often  pointed  out  that  we  do  not  have  health  care  in  this 
country  now,  we  have  sickness  care.  We  are  contributing  to  this  sickness  if  we 
do  not  respond  to  this  long  overdue  need  for  our  Older  Americans  now. 

Thank  you. 


[Telegram] 

Ohio  Council  of  Home  Health  Agencies, 

Cincinnati,  Ohio,  June  17, 1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  Committee  on  Ways  and  Means,  Washing- 
ton, D.C. 

The  Ohio  Council  of  Home  Health  Agencies,  representing  102  agencies,  urges 
you  to  oppose  H.R.  12788.  It  would  unnecessarily  increase  home  health  costs  in 
metropolitan  areas  with  little  predictable  benefit  to  rural  underserved  areas. 
Certificate  of  deed  for  home  health  agencies  must  be  law  first. 

Jeanne  Bonham, 
Executive  Director. 


State  of  Oklahoma, 
Department  of  Public  Welfare. 
Oklahoma  City,  Okla,,  June  29,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Subcommittee  on  Health,  House  Committee  on  Ways  and  Means, 
Washington,  B.C. 

Dear  Mr.  Rostenkowski  :  This  is  in  response  to  your  notice  of  public  hear- 
ings on  possible  amendments  to  the  Medicare  program.  While  we  do  not  wish 
to  make  an  oral  statement,  we  would  like  to  submit  this  letter  for  inclusion  in 

the  record. 

The  Oklahoma  Department  of  Public  Welfare  is  unique  in  that  it  is  the 
only  state  Title  XIX  agency  which  is  also  a  Medicare  carrier.  That  is,  we  ad- 
minister both  the  state  Title  XIX  program  and  also  the  Medicare  Part  B  pro- 
gram for  those  persons  who  are  recipients  of  public  assistance.  Because  we 
administer  both  programs,  we  have  an  awareness  of  the  impact  that  program 
changes  will  have  both  within  the  one  program  and  also  as  such  changes  will 
affect  the  other  program.  In  this  instance,  we  would  like  to  comment  on  how 
the  proposed  changes  will  affect  the  Medicare  program  and  also  how  Medicare 
changes  will  have  an  impact  on  the  Title  XIX  program. 

Your  first  section  deals  with  possible  expansion  of  coverage  of  various  prac- 
titioners and  services. 

As  a  Medicare  carrier,  we  are  concerned  about  any  expansion  of  the  pro- 
gram to  include  additional  practitioners.  At  present,  for  instance,  podiatrists 
may  not  be  paid  for  providing  routine  foot  care.  Suppose  this  limitation  were 
removed.  Then  you  would  pay  a  podiatrist  for  providing  routine  foot  care, 
but  you  would  not  pay  a  physician  for  a  routine  physical  examination,  which 
is  far  more  likely  to  lead  to  discovery  of  significant  medical  problems.  Sim- 
ilarly, the  present  limitations  on  services  by  chiropractors  are  fair  and  equi- 
table and  can  be  reviewed  against  the  carrier's  existing  utilization  review 
guidelines. 

Some  Medicare  carriers  have  used  chiropractic  consultants  to  review  x-rays 
of  alleged  subluxations  and,  when  the  x-rays  were  subsequently  reviewed  by 
medical  practitioners  have  been  unable  to  confirm  the  initial  (chiropractic) 
interpretations.  Until  chiropractic  is  established  on  a  more  rational  and  re- 
producible basis,  we  would  oppose  any  expansion  of  chiropractic  benefits. 

At  present,  the  services  of  the  other  practitioners  you  mention — occupational 
therapists,  psychologists,  physical  therapists  and  audiologists — are  available 
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through  the  hospital  benefits  portion  of  the  program.  Such  services  are  care- 
fully monitored  both  with  regard  to  quality  and  utilization  through  the  hos- 
pital audit  program.  To  extend  the  benefits  to  individual  practitioners  oper- 
ating on  a  private  basis  outside  of  the  hospital  system  will  require  the  Medi- 
care carriers  to  develop  extensive  additional  review  and  monitoring  systems. 
These  services  are  now  available  to  the  Medicare  beneficiaries  and  this  should 
be  recognized. 

The  proposed  changes  in  the  home  health  services  coverage  indicate  how 
changes  in  the  Medicare  program  can  affect  the  Title  XIX  program.  Your 
notice  suggests  consideration  of  elimination  of  the  licensing  requirement  for 
proprietary  home  health  agencies.  If  you  make  this  change  under  Title  XVIII, 
then  such  agencies  will  also  become  eligible  to  participate  under  Title  XIX. 

The  Oklahoma  Legislature  considered  this  year  a  proposal  to  license  pro- 
prietary home  health  agencies.  Many  varied  groups,  from  private  insurance 
companies  to  the  State  Department  of  Health,  testified  in  opposition  to  this 
proposal.  A  major  concern  was  that  the  proprietary  agencies  would  select  and 
accept  only  those  patients  with  payment  mechanisms,  leaving  the  remainder 
to  the  public  and  non-profit  agencies.  The  Oklahoma  Legislature  did  not  pass 
a  law  licensing  these  proprietary  agencies,  which  indicates  the  lack  of  support 
for  this  proposal  in  the  State  of  Oklahoma. 

Your  second  section  deals  with  possible  expansion  of  the  eligibility  for  Medi- 
care. Lack  of  coverage  or  eligibility  is  a  major  problem  in  some  groups.  We 
strongly  support  your  consideration  of  liberalization  of  the  enrollment  require- 
ments to  accommodate  additional  people.  We  strongly  support  the  proposed 
Medicare  entitlement  provisions  for  the  disabled.  In  addition,  we  recommend 
that  you  consider  extension  of  Medicare  eligibility  to  all  persons  with  chronic 
renal  disease  who  have  been  on  chronic  maintenance  dialysis  for  three  months 
or  longer.  At  the  present  time,  somewhere  between  seven  and  ten  percent  of 
patients  with  chronic  renal  disease  have  no  Medicare  entitlement  and  are  not 
eligible  for  the  services  and  coverage  which  were  extended  to  them  under  the 
Social  Security  Amendments  of  1972.  Since  the  clear  intent  of  the  1972  amend- 
ments was  to  provide  Medicare  coverage  to  all  persons  with  chronic  renal 
disease,  we  ask  that  you  consider  this  expansion  of  entitlement. 

The  third  area  relates  to  possible  revisions  in  administrative  provisions.  It 
is  not  clear  just  what  revisions  will  be  considered.  For  instance,  you  mention 
setting  standards  for  rural  hospitals.  In  Oklahoma,  virtually  all  of  our  rural 
hospitals  meet  the  required  standards  under  Medicare  and  Medicaid.  We  are 
finding  that  the  rural  hospitals  are  having  a  problem,  not  with  Medicare 
standards,  but  with  the  new  Federal  guidelines  issued  to  implement  Section 
1501  of  P.L.  93-641,  the  National  Health  Planning  and  Resources  Development 
Act  of  1974.  A  far  bigger  help  to  rural  hospitals  would  be  an  exemption  from 
the  provisions  of  this  section  of  the  Act. 

With  regard  to  Professional  Standards  Review  Organizations,  we  believe  the 
original  intent  of  the  law,  as  expressed  by  Senator  Bennett,  was  that  phy- 
sicians would  be  reviewing  the  care  of  the  various  medical  providers,  all  of 
whom  operate  under  physician  direction,  in  the  hospital  setting.  We  believe 
that  any  amendment  to  allow  nonphysicians  to  participate  in  PSROs  dilutes 
the  intent  of  the  original  legislature  and  reduces  the  value  of  the  PSRO  find- 
ings to  the  patients,  physicians,  intermediaries,  and  various  State  agencies 
which  are  ultimately  affected  by  those  decisions. 

The  final  section  deals  with  possible  revisions  in  reimbursement  provisions. 
Again,  we  would  emphasize  that  any  changes  in  the  Medicare  payment  provi- 
sions can  have  a  major  impact  on  the  various  Title  XIX  programs  across  the 
country.  For  instance,  the  Title  XIX  agencies  are  generally  bound  by  the 
Medicare  hospital  cost  audits  and  changes  in  this  procedure  will  affect  Title 
XIX  payments.  The  community  mental  health  center  issue  is  a  complex  one 
involving  payments  from  a  multitude  of  sources  including  Title  XIX,  which 
has  certain  requirements  with  regard  to  maintenance  of  effort  for  certain 
psychiatric  services.  Any  proposal  which  reduces  the  State  effort  because  of 
additional  Medicare  payments  may  have  a  negative  impact  by  reducing  the 
Title  XIX  payments  due  to  failure  to  meet  the  maintenance  of  effort  already 
mandated.  The  complex  issue  deserves  in-depth  hearings  to  be  certain  that 
existing  payments  to  community  mental  health  centers  are  not  jeopardized. 
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We  appreciate  the  opportunity  to  comment  on  the  changes  under  considera- 
tion and  appreciate  your  interest  in  and  concern  for  the  Medicare  beneficiary 
and  his  problems. 

Very  truly  yours, 

L.  E.  Rader, 
Director  of  Public  Welfare. 


Statement  of  Irene  Roles,  President,  Older  American's  Coalition 

Respected  committee  members,  ladies  and  gentlemen,  I  am  Irene  Roles,  a 
senior  citizen  representing  a  coalition  of  hundreds  of  seniors  living  in  Wilming- 
ton, Delaware. 

I  am  here  today  to  promote  the  once  heralded  promise  of  a  right  to  qualita- 
tive health  care ;  a  promise  based  on  the  concept  that  there  is  a  level  of  well- 
being  below  which  a  citizen  should  not  be  allowed  to  fall.  Today  it  is  a  sad 
commentary  on  the  state  of  health  care  that  senior  citizens  must  plead  for 
services  necessary  to  their  survival  and  be  continually  told  to  wait.  The  fact 
is,  ladies  and  gentlemen,  that  we  will  not  and,  most  importantly,  we  CAN- 
NOT wait  any  longer. 

We  are  aged  persons  facing  rising  expenses  and  costs  while  on  an  inflexible 
fixed  income.  We  are  experiencing  high  rates  of  illness  and  disability  which 
impose  tremendous  financial  burdens  that  we  simply  cannot  afford  to  pay. 
Do  you  realize  this?  We  in  Delaware  lack  the  means  to  buy  preventive  health 
care  or  to  maintain  ourselves  in  even  minimal  comfort  when  illness  strikes. 
We  are  burdened  with  poverty,  discomfort,  and  the  fear  that  we  will  be 
relegated  to  an  inadequate  institution  where  we  are  "cared"  for  not  by  family 
or  friends  but  often  by  unsympathetic  people  who  are  paid  to  do  a  job. 

Because  the  medicare  system  only  subsidizes  the  cost  of  catastrophe,  we 
also  experience  an  increasing  need  for  the  long-term  preventive,  rehabilitative 
and  custodial  social  services  which  might  minimize  the  incidence  of  cata- 
strophic disabilities.  Most  chronic  ailments  with  which  we  deal  are  months  or 
years  in  developing  and  require  early  diagnosis  and  extensive,  careful  treat- 
ment if  cure  is  to  be  achieved.  We  do  not  have  the  money  to  see  to  these 
considerations  by  ourselves.  We  do  not  have  the  time  to  wait  for  national 
health  insurance  legislation  to  wend  its  way  out  of  the  mire  of  bureaucracy. 
For  us  now,  growing  older  means  foresaking  one  thing  after  another — we  often 
must  choose  between  food  and  medicine — until  there  is  nothing  left  to  forego. 
Present  health  care  delivery  represents  one  more  burden  and  indignity  senior 
citizens  are  forced  to  endure. 

This  is  why  we  are  supporting  improvements  in  medicare  coverage  pertain- 
ing to  practitioner's  services,  home  health  services,  services  and  supplies,  en- 
titlement provisions,  liberalization  of  enrollment  requirements,  administration 
provisions,  and  reimbursement  provisions. 

We  are  especially  concerned  with  the  expansion  of  coverage  for  the  pre- 
ventive measures  of  physical  exams  and  testing  related  to  these  examinations ; 
for  foot  care  and  supportive  devices  for  the  feet ;  for  eye  and  hearing  examina- 
tions in  the  prescribing  and  fitting  of  eyeglasses  and  hearing  aids;  and  for 
dental  care  in  the  treatment  and  replacement  of  teeth. 

When  you  legislate  to  expand  Medicare  coverage,  legislate  to  include  these 
practitioner  services,  and  these  devices.  We  the  elderly  need  to  know  what 
kind  of  shape  we  are  in :  we  need  to  walk,  we  need  to  see,  we  need  to  hear,  we 
need  to  eat  and  speak.  We  cannot  wait. 

I  want  to  tell  you  a  story  of  what  waiting  can  mean  for  a  senior  citizen. 

A  few  years  ago  I  was  in  need  of  new  eyeglasses.  I  went  to  the  doctor  and 
was  given  a  prescription.  For  four  months  I  scrimped  and  saved  the  money 
to  purchase  the  glasses.  The  doctor  then  told  me  my  condition  had  worsened 
and  I  would  need  a  different  prescription.  Again,  I  saved  for  months  to  be  able 
to  pay  the  new  cost  of  being  able  to  see.  However,  by  this  time,  a  total  of  14 
months  had  passed,  and  I  lost  the  sight  of  my  left  eye.  The  doctor  told  me 
that  if  I  had  been  able  to  get  the  glasses  when  I  first  found  that  I  needed 
them,  my  sight  could  have  been  saved. 

What  kind  of  price  is  this  to  pay  for  the  lack  of  Medicare  reimbursement? 
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There  is  legislation  now  pending  in  your  committee  which  could  have  saved 
my  sight.  This  is  HR  1127,  sponsored  by  Mr.  Pepper.  We  ask  you  today  to 
!  keep  this  bill  alive,  to  support  the  changes  it  includes,  and  to  see  it  passed. 
!  These  provisions  are  invaluable  in  relieving  the  plight  of  older  Americans  in 
;  Delaware  and  throughout  the  nation. 

Senior  citizens  want  to  be  full  and  active  members  of  our  communities,  free 
!  to  care  for  our  families  and  friends  and  free  to  have  them  care  for  us.  Would 
you,  knowing  the  fixed  incomes  we  live  on  and  seeing  the  haphazard  system  of 
health  care  we  face,  have  us  settle  for  institutionalization?  Would  you  have 
us  do  without  the  preventive  care,  the  treatment  and  the  life-sustaining  ma- 
terials we  need  to  live  a  life  of  dignity  and  independence? 
And  this,  because  we  cannot  afford  to  pay? 

If  you  hear  what  we're  saying,  you'll  realize — we  cannot  afford  to  wait ! 


[Mailgram] 

Pueblo  City  (Colo.)  County  Health  Department, 

PueUo,  Colo.,  June  15, 1978. 

Representative  Dan  Rostenkowski, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Sir:  For  the  record,  the  following  represents  my  statement  as  a  wit- 
ness at  the  hearings  on  the  proposed  amendment. 

As  a  public  health  agency  with  medicare  and  medicaid  certification,  whose 
program  includes  home  health  services  in  the  Pueblo  community,  we  fully 
agree  with  the  first  three  proposals  of  the  home  health  care  section.  However, 
the  fourth  proposal  having  to  do  with  the  elimination  of  licensure  require- 
ments has  us  quite  concerned,  we  strongly  disagree  with  that  particular  pro- 
posal for  some  very  important  reasons  which  are  crucial  to  the  patient  being 
guaranteed  appropriate  professional  care.  My  statements  against  the  fourth 
proposal  are  as  follows : 

1.  Discontinuance  of  the  licensure  requirement  of  proprietary  agencies  is  pre- 
mature. PSRO  was  mandated  in  1972  for  regulating  titles  XVIII  and 
XIX,  but  it  is  only  in  the  embryonic  stages  for  home  health  care  and  not 
yet  adequately  funded  by  Federal  monies.  With  both  an  inadequate  control 
process  at  the  Federal  level  and  the  elimination  of  licensure  requirements,  the 
patient  would  have  very  little,  if  any,  guarantee  that  the  services  provided 
were  adequate,  appropriate,  or  even  necessary. 

The  medicare  certification  program  sets  standards  of  care  for  the  patient's 
benefit  by  demanding  an  adequate  professional  staff  which  is  properly 
oriented,  trained,  and  supervised.  Documentation  of  care  given  patients  is 
required,  professional  certification  review  boards  assess  needs  and  appropriate- 
ness of  services.  Survey  teams  review  cost  and  charges  annually  to  establish 
reimbursement  rates.  It  is  obvious  that  the  medicare  certification  program  has 
contributed  significantly  to  upgrading  agency  performance  in  home  health 
care. 

2.  Eliminating  licensure  requirements  would  result  in  a  proliferation  of  pro- 
prietary agencies.  This  brings  to  mind  the  private  nursing  home  boom  of  the 
1960's.  Recent  nursing  home  surveys  seem  to  suggest  that  inadequate  health 
and  personnal  care  to  our  elderly  continues  to  be  perpetuated  by  administra- 
tions who  tend  to  meet  standards  at  the  minimal  level. 

The  conditions  promoted  by  inadequate  controls  on  the  nature  and  quality 
of  care  provided  consumers  are  of  serious  concern.  Freedom  of  health  care 
providers  to  decide  the  nature  and  quality  of  their  home  health  care  pro- 
gram would  tend  to  create  and  perpetuate  conditions  of  inadequate  home 
health  care.  It  seems  obvious  that  licensure  requirements  are  essential  to 
giving  quality  home  health  care  services. 
Very  truly  yours, 

Enrico  A.  Leopardi,  M.D.,  M.P.H., 

Director. 
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St.  Joseph  Hospital, 
Department  for  Communicative  Disorders, 

Chicago,  III.,  May  26,  1978. 

Hon.  Dan  Rostenkowski, 
U.S.  Congress,  Washington,  B.C. 

Dear  Sir:  I  was  just  informed  that  as  the  Chairman  of  the  Ways  and 
Means  Committee,  you  are  planning  to  review  a  number  of  proposed  changes 
in  the  medicare  program,  among  them — the  written  plans  for  speech  pathology 
services.  As  Director  of  the  Department  for  Communicative  Disorders  at  St. 
Joseph  Hospital  in  Chicago,  as  a  private  practitioner  at  community  accredited 
nursing  home  facilities  and  as  a  concerned  professional,  I  would  urge  your 
support  of  the  proposed  change. 

The  change,  as  it  is  written,  allows  speech  pathologists  to  provide  services 
for  medicare  beneficiaries  on  a  physician  referral  basis,  and  would  eliminate 
the  required  physician  prescription.  It  is  very  important  to  me  that  this  change 
be  approved  because  it  is  a  truer  representation  of  what  currently  goes  on 
between  doctor  and  therapist.  In  my  9  years  of  experience,  I  have  never  had  a 
doctor  prescribe  the  treatment  for  any  of  my  patients.  They  refer  for  evalua- 
tion and  respect  our  diagnosis  and  treatment  plan. 

Since  speech  pathology  is  highly  specialized,  the  majority  of  physicians  I've 
encountered  are  not  equipped  to  offer  diagnostic  or  treatment  plans,  therefore, 
it  is  a  burden  to  them  to  be  asked  to  do  so.  As  you  probably  know,  the  law 
stating  that  speech  pathologists  require  a  physician  prescription,  PL  92-603, 
was  drafted  by  mistake  with  the  section  detailing  conditions  governing  deliv- 
ery of  out  patient  therapy.  The  confusion  was  unintentional,  however,  the 
provision  has  penalized  speech  pathologists  and  patients  since  1972.  I  hope 
that  you  will  support  the  proposed  change  since  the  law  should  parallel  the 
relationship  between  the  doctor-therapist  as  it  exists  in  actuality.  Further- 
more, patients  should  not  be  penalized  if  their  physician  is  not  trained  in  the 
area  of  speech  pathology  and  cannot  dictate  a  suitable  treatment  plan.  The 
law  if  changed  would  allow  the  speech  pathologist  to  make  these  decisions 
with  a  physician  reviewing  the  treatment  plan  as  needed. 

I  hope  you  will  support  this  change  so  that  people  needing  speech  therapy 
will  not  go  unattended  to  and  so  that  M.D.'s  will  not  be  asked  to  produce 
highly  specialized  treatment  plans  that  they  are  not  trained  to  devise.  Please 
let  me  know  your  position  on  the  proposed  change  at  your  earliest  convenience. 
Sincerely. 

Bonnie  E.  Gershenzon,  M.A., 

Speech  Director. 


St.  Joseph  Hospital, 
Department  for  Communicative  Disorders, 

Chicago,  III.,  May  31,  1978. 

U.S.  Congress,  Washington,  B.C. 
Washington,  D.C. 

Dear  Sir:  I  have  been  informed  that  as  Chairman  of  the  Ways  and  Means 
Committee,  you  are  planning  to  review  a  number  of  proposed  changes  in  the 
medicare  program  including  the  written  plans  for  speech  pathology  services. 
I  am  urging  your  support  of  the  proposed  change  as  a  staff  speech  pathologist 
at  Chicago's  St.  Joseph  Hospital  Department  for  Communicative  Disorders. 

The  proposed  change  allows  speech  pathologists  to  provide  service  for  medi- 
care beneficiaries  on  a  physician  referral  basis,  eliminating  the  required  phy- 
sician prescription.  The  proposed  change  is  a  true  representation  of  what  cur- 
rently goes  on  between  the  doctor  and  the  therapist  and  therefore,  is  very 
important  to  me  that  it  be  approved.  During  my  11  years  of  experience,  we 
have  never  had  a  doctor  prescribe  the  treatment  for  any  of  our  patients.  In- 
stead they  refer  for  evaluation  and  respect  our  diagnosis  and  treatment  plan. 

Due  to  speech  pathology's  specialized  nature,  the  majority  of  physicians  I've 
dealt  with  are  not  trained  to  offer  diagnosis  or  treatment  plans  and  it  is  a 
burden  to  ask  them  to  do  so.  I  am  sure  you  are  aware  that  the  law,  PL  92-603, 
stating  that  speech  pathologists  require  a  physician  prescription  was  drafted 
by  mistake  with  the  section  specifying  conditions  governing  delivery  of  out 
patient  physical  therapy.  Although  the  confusion  was  unintentional,  the  pro- 
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vision  has  penalized  speech  pathologists  and  patients  since  1972.  Since  the  law 
should  parallel  the  relationship  between  the  doctor-therapist  as  it  exists  in 
actuality,  I  hope  that  you  will  support  the  proposed  change.  In  addition,  pa- 
tients should  not  be  penalized  if  their  physician  is  not  trained  in  the  area  of 
speech  pathology  and  therefore  cannot  diagnose  and  dictate  a  suitable  treat- 
ment plan.  The  proposed  change  would  allow  the  properly  trained  and  ade- 
quately qualified  speech  pathologist  to  make  these  decisions  with  the  physician 
reviewing  the  treatment  plan  as  needed. 

Please  support  this  change  so  that  people  needing  speech  therapy  will  not 
go  unattended  and  so  that  physicians  will  not  be  asked  to  provide  highly 
specialized  treatment  plans  that  they  are  not  trained  to  devise.  Please  let  me 
know  your  position  on  the  proposed  change  at  your  earliest  convenience. 
Sincerely, 

Margaret  Wiese  Nye,  M.A., 
Speech-Language  Pathologist. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  May  18,  1978. 

Hon.  Dan  Rostenkowski, 

Chairman,  Ways  and  Means  Subcommittee  on  Health, 
Washington,  B.C. 

Dear  Dan  :  Enclosed  is  a  letter  I  have  received  from  the  San  Jose  Ambulance 
Company  relative  to  H.R.  8668,  which  was  originally  introduced  as  H.R.  6568  by 
Congressman  Sarasin. 

i  would  appreciate  your  including  Mr.  Johnson's  comments  in  the  hearing 
record  when  action  is  taken  on  this  legislation. 

Thank  you  for  your  consideration. 
Sincerely  yours, 

Norman  Y.  Mineta,  , 
Member  of  Congress. 

San  Jose  Ambulance  Co., 
San  Jose,  Calif.,  March  22,  1978. 

Hon.  Norman  Mineta, 
U.S.  Congressman, 
San  Jose,  Calif. 

Dear  Congressman  Mineta  :  I  am  writing  to  inform  you  of  my  concerns  for 
H.R.  8668/69,  introduced  on  August  1,  1977  by  Congressman  Ronald  A.  Sarasin, 
and  has  since  been  referred  to  the  Committee  on  Ways  and  Means. 

The  purpose  of  this  bill  is  to  amend  the  social  security  act  to  include  pay- 
ment by  Medicare  for  transportation  by  vehicles  other  than  ambulance  of 
patients  confined  to  a  stretcher  or  wheelchair. 

Over  the  past  ten  years  the  Federal  Government  has  spent  millions  of  dol- 
lars to  upgrade  Emergency  Medical  Services  Systems  throughout  the  Country. 
This  upgrading  includes  ambulance  services,  both  in  the  area  of  equipment 
standards  and  the  advanced  training  of  ambulance/paramedic  personnel.  It  is 
my  opinion  that  passage  of  these  bills  will  be  a  deterioration  of  existing  am- 
bulance services  and  a  complete  waste  of  the  funds  received  from  the  govern- 
ment for  the  purpose  of  upgrading. 

There  are  those  who  say  that  coverage  of  this  type,  referred  to  in  H.R. 
8668/69,  will  create  a  lower  cost  to  the  Medicare  program.  It  is  my  position 
that  it  will,  in  fact,  do  the  opposite  and  cause  much  higher  rates  to  the  pro- 
gram to  provide  emergency  ambulance  service. 

I  request  your  consideration  to  vote  against  these  bills  when  the  time  comes. 
As  President  of  the  California  Ambulance  Assn.,  my  concerns  are  both  for  the 
industry  in  general  and  for  my  own  operation  as  an  ambulance/paramedic 
service  provider. 

Sincerely  yours, 

R.  C.  Johnson, 
Executive  Vice-President. 
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Visiting  Home  Health  Services  of  Nassau,  Inc. 

Manhasset,  N.Y.,  June  27,  1978. 

Hon.  Al  Ullman, 

Chavrman,  Committee  on  Ways  and  Means,  Longworth  Office  Building,  Wash- 
ington, B.C. 

Dear  Sir:  The  Visiting  Home  Health  Services  of  Nassau,  Inc.  is  an  ac- 
credited voluntary  non-profit  home  health  agency  providing  a  wide  range  of 
health  services  to  patients  sick  at  home,  under  orders  by  their  physicians. 
These  services  are  provided  to  patients  regardless  of  their  ability  to  pay. 

The  Board  of  Directors  wishes  to  express  opposition  to  HR  12788  with  re- 
spect  to  which  hearings  are  now  being  held  by  the  Subcommittee  on  Health  of 
the  Committee  on  Ways  and  Means. 

This  bill  would  amend  the  Social  Security  Act  to  permit  proprietary  and 
private  "non-profit"  home  health  agencies  to  participate  in  Medicare  coverage. 
Such  companies  have  been  licensed  in  Florida,  California  and  Louisiana.  The 
scandalous  misuse  and  overuse  of  Medicare  and  Medicaid  funds  by  unscrupu- 
lous purveyors  of  home  health  care  in  those  states  have  recently  come  to  light 
in  HEW  reports.  Financial  abuses  and  patient  safeguards  are  much  more 
difficult  and  expensive  to  supervise  (if  not  impossible)  in  the  home  than  in 
nursing  homes  with  whose  abuses  we  are  familiar. 

The  taxpayer  will  be  doubly  penalized,  paying  for  overuse  of  Medicare  serv- 
ices by  profit-motivated  companies,  and  for  a  new  army  of  regulatory  employees 
needed  to  protect  the  interests  of  patients  and  the  public  purse.  A  regional 
HEW  report  in  Florida  in  1975  showed  that  proprietary  and  private  "non- 
profit" home  health  agencies  made  an  average  of  more  visits  per  patient  at 
about  double  the  cost  per  patient  in  comparison  with  voluntary  non-profit 
Visiting  Nurse  Associations  and  County  Health  Departments. 

Voluntary  not-for-profit  home  health  agencies  are  managed  by  non-paid 
Boards  of  Directors,  usually  community  leaders  who  set  policy  and  manage 
the  agency  to  benefit  the  community,  in  contrast  with  private  "non-profit" 
agencies  which  are  directed  by  business  persons  who  are  paid  high  enough 
salaries  and  expenses  so  that  the  agency  shows  no  profit  but  is  run  for  the- 
private  gain  of  its  director. 

A  report  made  early  this  month  by  New  York  State's  Welfare  Inspector 
General  charged  that  the  private  home  care  industry  was  reaping  "unconscion- 
able profits"  at  the  expense  of  Medicaid  funds  in  Nassau  County. 

A  revision  of  the  Social  Security  law  to  allow  such  profit-motivated  busi- 
nesses to  be  eligible  for  Medicare  funds  for  home  health  care  can  only  add  to 
the  already  heavy  tax  burden  of  the  health  delivery  system.  It  will  not  lead 
to  expansion  of  services,  but  will  serve  to  increase  public  and  not-for-profit 
voluntary  home  health  agencies.  Service  in  rural  areas  is  not  profitable  and 
there  will  therefore  be  little  or  no  increase  in  service  in  such  areas. 

Of  great  importance  to  the  homebound,  usually  elderly  patient,  is  the  fact 
that  the  profit  motive  will  cause  the  quality  of  care  to  deteriorate  from  the 
present  high  standards  maintained  by  the  voluntary  non-profit  sector. 

The  proposed  change  will  not  benefit  the  middle  class  taxpaying  family  just 
above  the  Medicaid  income  level  who  are  burdened  by  medical  expenses.  Pro- 
prietary agencies  will  serve  only  those  patients  for  whom,  and  as  long  as,  there 
is  reimbursement.  This  will  force  an  intolerable  burden  on  non-profit  agencies 
who  have  traditionally  served  all  patients  including  those  funded  and  those 
unable  to  pay.  If  proprietary  agencies  syphon  off  those  for  whom  there  is  fund- 
ing, voluntary  agencies  will  be  forced  to  curtail  services  to  patients  who  can- 
not pay  and  force  them  into  institutions  at  an  increased  taxpayer  cost. 

The  members  of  our  Board  of  Directors  urge  you  to  oppose  HR  12788  and  to 
support  HR  11139  introduced  by  Rep.  Lester  Wolff,  which  is  also  before  your 
committee.  It  would  amend  the  Social  Security  Act  to  allow  broader  Medicaid 
coverage  for  home  health  care  by  the  non-profit  sector  as  an  alternative  to 
more  expensive  and  less  humane  institutionalization.  An  increase  in  home 
care  by  the  non-profit  sector  would  result  in  fewer  admissions  to  institutions 
and  a  lowering  of  the  spiralling  cost  of  the  health  deelivery  system  to  the 
American  taxpayer. 

Sincerely  yours, 

(Mrs.)  James  G.  Henriksen, 

President. 
(Mrs.)  William  November, 
Chairman,  Legislative  Committee. 
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Statement  of  the  Visiting  Nurse  Association,  Colorado  Springs,  Colo., 
Patricia  A.  McAteer,  R.N. 

As  a  Visiting  Nurse  Association  which  provides  Home  Health  Services  in 
the  Colorado  Springs  community,  we  strongly  support  the  first  three  pro- 
posals of  the  Home  Health  Section.  However,  the  elimination  of  the  licensure 
requirement  is  of  great  concern  to  us.  Obviously  certification  of  licensure 
limits  entry  of  the  number  of  agencies  which  provide  Home  Health  Services. 
It  does,  however,  guarantee  the  patient  that  the  services  provided  are  neces- 
sary, appropriate  to  his  condition  and  are  of  professional  quality. 

The  removal  of  the  licensure  requirement  would  initiate  a  burgeoning  of 
proprietary  agencies  reminiscent  of  the  nursing  home  boom  of  the  1960's 
which  promoted  conditions  which  continue  to  perpetuate  inadequate  and  costly 
health  care  to  our  elderly  population. 

Freedom  of  health  care  providers  to  decide  on  the  nature  and  quality  of 
care  provided  consumers  together  with  no  mechanism  to  link  charges  and  costs 
of  services,  provides  minimal  incentives  toward  the  efficient  use  of  resources. 

In  the  past  excessive  bedding  has  significantly  contributed  to  high  costs  of 
medical  care.  Unless  steps  are  taken,  we  foresee  the  same  situation  occurring 
in  home  health  care. 

Title  XVIII  and  XIX  funds  are  regulated  by  the  PSRO  mandated  in  1972. 
The  mechanism  is  just  beginning  to  be  adequately  implemented  in  hospital  set- 
tings, and  the  process  will  begin  to  be  carried  out  in  nursing  homes  in  1979. 
PSRO  for  Home  Health  Care  is  in  the  embryonic  stages  and  Federal  monies 
for  the  program  have  recently  been  cut.  Therefore,  without  a  strong  control 
process  at  the  Federal  level,  it  is,  in  our  opinion,  premature  to  lift  the  licensure 
requirement  of  proprietary  agencies. 

The  Medicare  certification  program  has  provided: 

(1)  Licensure  and  certification  set  standards  of  care  by  demanding  that 
agencies  be  adequately  staffed  and  that  personnel  be  appropriately  trained, 
oriented  and  supervised.  Documentation  of  care  given  patients  is  required  as 
is  a  professional  Utilization  Review  Board  which  assesses  the  need  and  ap- 
propriateness of  services  rendered  the  patients. 

(2)  Cost  and  charges  are  reviewed  annually  by  the  survey  team  to  estab- 
lish reimbursement  rates.  Finally,  the  certifying  team  acts  as  a  consultative 
resource  for  the  Home  Health  Agency. 

Medicare  Certification  Program  has  contributed  significantly  to  the  upgrading 
of  performance  of  agencies  in  providing  surveillance,  consultative  and  sup- 
portive assistance  to  Home  Health  Agencies. 

Therefore,  we  strongly  recommend  that  the  licensure  requirement  not  be 
eliminated  from  the  Home  Health  Section. 


[Mailgram] 

Visiting  Nurse  Service, 
Akron,  Ohio,  June  16,  1978. 

Hon.  Dan  Rostenkowski, 

House  of  Representatives,  Committee  on  Ways  and  Means,  Chairman,  Subcom- 
mittee on  Health,  Washington,  B.C.: 

Please  accept  this  correspondence  as  a  protest  against  H.R.  12788,  introduced 
by  Mr.  Conable  (R-NY)  which  would  delete  the  present  section  of  medicare 
law  excluding  proprietary  home  health  agencies  from  participation  in  the 
program  unless  licensed  to  do  so  in  the  various  states. 

If  the  actual  intent  of  the  proprietary  corporation  is  to  help  meet  the  needs 
of  the  unserved  and  underserved  population,  why  are  they  locating  offices 
across  the  nation  only  in  cities  where  service  is  already  available  and  ignor- 
ing the  rural  areas? 

If  the  voluntary  and  official  nonprofit  sector  is  so  grossly  lacking  in  financial 
management  expertise,  why  have  home  health  costs  of  these  agencies  risen  213 
percent  over  the  10  year  period  1969-1977  while  nursing  homes,  which  are 
primarily  proprietary,  experienced  a  cost  rise  of  more  than  500  percent  1966- 
1975. 

If  fraud  and  abuse  is  a  concern,  why  increase  the  potential?  The  only  cases 
found  to  date  among  home  health  providers  have  been  in  the  private,  non- 
profit sector  which  is  really  proprietary  by  another  name. 
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If  the  objective  of  the  medicare  program  is  to  provide  improved  health- 
care, why  jeopardize  existing  official  and  voluntary  agencies  who  also  sub- 
scribe to  this  objective,  but  who  will  not  survive  under  large  corporate  price 
wars  and  other  "competitive"  practices  which  will  be  instituted  to  realize  the 
primary  proprietary  objective  of  profit? 

If  the  proprietary  intent  is  service  to  people  how  can  a  truly  well  managed, 
comprehensive,  coordinated  service  be  developed  which  will  produce  as  high 
as  a  1500  percent  return  on  investment  as  some  have  realized? 

If  the  population  fills  the  need  of  service  by  the  proprietary  sector  why  do 
60  percent  of  the  states  still  exclude  this  group  despite  intensive  lobbying 
efforts  by  the  proprietaries  at  the  state  level? 

Having  been  involved  with  home  health  for  20  years  I  have  a  grave  concern 
about  entry  of  the  proprietary  sector  into  the  home  health  area  until  such 
time  as  adequate  standards  and  controls  are  available.  The  population,  pri- 
marily elderly,  utilizing  home  health  is  unquestionably  the  most  vulnerable 
and  most  easily  exploited  group  of  health  care  recipients  in  the  nation.  For 
this  reason,  I  as  a  health  professional  and  you  as  a  legislator,  must  protect 
the  rights  of  these  current  and  future  patients. 
Sincerely, 

Joan  L.  Andrews,  R.N.,  M.B.A., 

Executive  Director. 


[Telegram] 

Cincinnati  Visiting  Nurse  Association. 

Cincinnati,  Ohio,  June  17,  1978. 

Hon.  Dan  Rostenkowski  : 

Please  oppose  H.R.  12788,  certificate  of  need  for  home  health  agencies  must 
be  assured  before  allowing  an  influx  of  additional  providers  in  metropolitan 
areas. 

Joan  W.  Nicholas, 

Director. 


Visiting  Nurse  Service, 
of  Rochester  and  Monroe  County. 

Rochester,  N.Y.,  June  20,  1978. 

Mr.  John  M.  Martin,  Jr., 

Chief  Counsel,  Ways  and  Means  Committee, 

Longworth  Building, 

Washington,  D.C. 

Dear  Mr.  Martin  :  I  am  writing  in  connection  with  Congressman  Conable's 
proposed  Bill  regarding  certification  of  proprietary  home  health  agencies.  Such 
certification  would  allow  these  agencies  to  provide  care  under  Medicare  pro- 
visions. 

New  York  has  not  had  the  non-profit  "Medicare  Agency"  that  other  states 
have  had  and  so  the  problem  of  billing  for  excessive  salaries,  over-utiliza- 
tion, etc.  have  not  been  the  concern  as  it  has  been  in  other  states.  It  would 
become  a  problem  with  certain  of  the  proprietary  agencies  and  I  would  hope 
that  safeguards  are  built  in  to  any  bill  addressing  certification. 

I  urge  that  certification  of  need  accompany  any  application.  The  pro- 
liferation of  home  health  agency  programs  in  Rochester  alone  is  phenomenpl. 
With  the  advent  of  the  Long  Term  Care  Project  here  they  are  springing  up 
daily.  Such  proliferation  in  a  community  already  well  served  is  wasted  effort 
and  a  source  of  deep  concern  for  quality  care. 

Thank  you  for  your  kind  attention. 
Sincerely, 

Helen  B.  McNerney, 

Executive  Director. 
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